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INTERIM REPORT 



Introduction 

1. By order of the Board of Trade dated 5th June 1961 and made 
pursuant to s. 1 65(b) of the Companies Act, 1948 we were appointed 
inspectors to investigate and report upon the affairs of Freehold Land 
Finance Company Limited (in this Report referred to as “ FLFC ”). 

_ T 2- ■ It was clear from the outset of our investigation that the affairs of 
FLFC were closely linked with the activities of Lloyds Permanent Building 
Society ( ‘ the Society ”) and we took as our starting point the Interim 
Report dated 17th February 1961 made by Mr. Dennis Leigh who had 
been appointed by the Chief Registrar of Friendly Societies on 3rd February 
1961 to investigate the affairs of the Society pursuant to the Building 
Societies Acts of 1894 and 1960. 

3. In so far as Mr. Leigh’s Interim Report deals with the relationship 
between the Society and FLFC and with the activities of individuals who 
participated in the affairs of both, it should be read in conjunction with 
this Report. As yet, we are not in a position to say whether our investi- 
gation will necessarily confirm all the facts and figures relating to FLFC 
. JS, _H e . set ou * ' n Mr. Leigh’s Report. In general, however, the situation 
in FLFC is as he depicts it, and there is a marked similarity in the manner 
in which the affairs of the Society and of FLFC have been conducted. 

4. As in the case of the Society, the dominant figure in FLFC is Mr 
tffFLFC 0 " 08 ’ Wll ° ' S and haS at aU material times acted as the Chairman 

5. Our investigation is far from complete. To date, we have con- 
centrated in the main on documentary evidence. We have received the 
fullest co-operation from Mr. Leigh and our task has also been eased by 
the readiness of Mr. Ernest Partridge, C.B.E., M.P., the Chairman of the 
reconstituted Board of the Society, to make available to us information 
from the Society’s sources. In consequence, we have been able to interview 
Mr. E. G. Roe who was on the staff of the Society throughout the period 
when, as will appear hereafter, the affairs of the Society and of FLFC were 
being run m close conjunction ; we have also obtained much useful in- 
formation from the Society’s legal advisers and from Mr. Thornton Smith 
of Messrs. Calder-Marshall, Tbotson & Bound, the Society’s Auditors. 

. f- The only officer of FLFC from whom we have so far taken oral 
evidence is Mr. Robert Jones himself, whom we have questioned on oath 
for more than 3 hours. Mr. Jones is a most unsatisfactory witness. He 
is garrulous and evasive and shows little sense of responsibility. Our 
experience to date makes ns reluctant to rely on much of his evidence, 
particularly where it is uncorroborated by or inconsistent with other 
evidence which is available to us. 

T We have also seen affidavit evidence regarding FLFC sworn by 
Mrs. June Irene Jones and Mrs. Betty Madge Jones (the present wife and 
former wife respectively of Mr. Jones) in certain legal proceedings which 
recently took place between FLFC and the Society. 

accordance with the provisions of Section 169(1) of the Companies Act 1948 the Board 
of Trade referred the Interim and Final Reports to the Director of Public Prosecutions. After 
considering the result of further investigations made on his behalf the Director of Public 
Prosecutions decided that the evidence did not warrant criminal proceedings. 
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8. It will take some considerable time to complete our full investigation 
of the affairs of FLFC. But from what we have aready seen, and after 
making due allowance for the fact that our investigation is incomplete and 
that some matters which are at present obscure may ultimately be satis- 
factorily explained, we have no hesitation in saying that in our view the 
circumstances set out in this Report show that one or more of the persons 
who have been concerned with the formation and management of the 
affairs of FLFC have been guilty of misfeasance or other misconduct. We 
do not exclude the possibility that they may also have been guilty of fraud. 

9. We are particularly concerned as to the effect of what has taken 
place in FLFC on the position of those who have placed money on deposit 
with FLFC. From correspondence which has reached us since our appoint- 
ment, it is clear that some, at least, of these depositors are people of limited 
means and of little or no business experience. For example, in one case, 
the sum deposited (£611) is said to represent the life savings of an Irish 
farm labourer. It may well be that this will prove to be the general pattern 
among FLFC depositors. 

10. In our view it is essential in the interests of these depositors that 
immediate steps should be taken to safeguard FLFC’s remaining assets by 
placing them beyond the control of the present management. _ We are 
accordingly of the opinion that this is a case in which we should invite the 
Board of Trade to exercise the power conferred upon it by s. 169(3) of the 
Companies Act, 1948 to petition for the compulsory winding up of FLFC 
by the High Court. 

11. It is with this in view that we submit this Interim Report as a matter 
of urgency. 

Early history of FLFC 

12. FLFC was incorporated pursuant to the Companies Act, 1948 on 
29th June 1959, under the name of Banbro Limited, by an organisation 
which appears to have specialised in the formation and sale of companies. 
It was purchased from that organisation by Mr. Jones “off the peg” at 
some date prior to 10th August 1959. 

13. FLFC is and always has been a private company. At the time when 
Mr. Jones acquired it, it had an authorised share capital of £100 in £1 
shares, none of which had been issued, and had not undertaken any business 
of any kind. 

14. The main objects of FLFC, as set out in its Memorandum of 
Association, were and are as follows: 

(i) To carry on business as Bankers in all their branches and depart- 

ments, including the borrowing and lending of money with or 
without security as the Directors of the Company shall think fit ; 
Financiers, Concessionaires, Merchants and/or Industrial Bankers 
and merchants, and to undertake and carry on and execute all 
kinds of financial, commercial trading and other operations ; and 
to carry on any other trade or business which can, in the opinion 
of the Board of Directors, be conveniently or advantageously 
carried on in connection witli or ancillary to all or any of the 
above businesses or is calculated directly or indirectly, to enhance 
the value of any of the Company’s businesses, property, rights or 
assets : and to carry on the aforesaid businesses either together 
as a single business or as separate and distinct businesses in any 
part of the world. 

(ii) To advance, deposit or lend money, securities and property to or 
with such persons and on such terms as may seem expedient, to 
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discount, buy, sell and deal in bills, notes, warrants, coupons and 
other negotiable or transferable securities, hire purchase and any 
other documents ; and 

(iii) To guarantee or become liable for the payment of money or for the 
performance of any obligations, and generally to transact all kinds 
of guarantee business. 

15. The Articles of Association of FLFC are in the main based on the 
1948 Table A. The first Directors were to be appointed by the subscribers 
to the Memorandum of Association and Directors are expressly entitled to 
vote on contracts in which they are interested. 

16. Except as regards the change of name and the increase of FLFC’s 
capital to which we refer below, there have been mo alterations of any 
importance to the Memorandum or Articles of Association of FLFC since 
its incorporation. 

17. The Minute Book of FLFC (to which we refer in greater detail in 
Paragraphs 20 to 24) records the “ First Meeting ” of FLFC as having been 
held on 10th August 1959, Mr. Jones aind Mrs. J. I. Jones being shown as 
being present with a Mr. R. G. W. Miles in attendance. Mr. Miles is the 
sole partner in Messrs. Wade & Co., Solicitors, of 47, Windsor Road, 
Slough. According to the minutes, at that meeting, inter alia : 

(a) the appointment of Mr. Jones and Mrs. J. I. Jones as the first 

Directors of FLFC by the subscribers to the Memorandum of 
Association was recorded ; 

( b ) Mr. Jones was appointed Chairman ; 

(c) Mr. Jones and Mrs. J. I. Jones were appointed joint Secretaries ; 

(d) the two subscribers’ shares were renounced in favour of Mr. Jones 
and Mrs. J. I. Jones and were allotted to them ; 

(e) Wade & Co. were appointed solicitors to FLFC and FLFC’s regis- 

tered office was established at 47, Windsor Road, Slough. 

18. The next step in the history of FLFC was the increase of its 
authorised share capital from £100 to £100,000 by the creation of a further 
99,900 shares of £1 each. According to the Minute Book, this took place 
at an Extraordinary General Meeting of FLFC held on 19th August 1959 
at which Mr. Jones and Mrs. J. I. Jones were present, Mr. Miles being 
in attendance. But the printed copy of the resolution effecting the increase 
of capital which was filed at the Companies Registry at Bush House records 
the meeting as having been held on 19th September 1959. 

19. At or about the end of October 1959, FLFC’s name was changed 
from Banbro Limited to Freehold Land Finance Company Limited. The 
Minute Book records an Extraordinary General Meeting of FLFC as having 
been held for that purpose (Mr. Jones and Mrs. J. I. Jones only being present) 
on 27th October 1959. 

FLFC’s Minute Book 

20. FLFC’s Minute Book is a highly suspect document, consisting of 
a loose-leaf book with unnumbered pages. For present purposes it is suffi- 
cient to say that we very much doubt whether any properly constituted 
meetings of FLFC have ever been held. From 10th August 1959 up to the 
end of 1960, the Minutes record a number of General Meetings and Board 
Meetings as having been held (the latter being entitled, in series, “ First 
Board Meeting ”, “ Second Board Meeting ” etc.) and except for two General 
Meetings, already mentioned, at which Mr. Miles is recorded as having been 
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in attendance, each set of minutes records Mr. Jones and Mrs. J. I. Jones 
only as having been present. None of the minutes for this period has been 
signed. 

21. Mrs. J. I. Jones has given evidence on oath in legal proceedings that 
she first heard the name of FLFC in the summer of 1960, that she has never 
attended a Board Meeting of FLFC, and that she has never taken any 
decisions concerning FLFC. 

22. Mr. Jones flatly denies this. He says that from the outset he dis- 
cussed (the aflairs of FLFC in detail with Mrs. J. I. Jones and that all 
decisions were taken in full agreement with her and were subsequently written 
up in the Minute Book at his direction. But according to FLFC’s own 
records, from April 1960 onwards there have always been other Directors 
and members of FLFC although it is fair to say that throughout Mr. Jones 
and Mrs. J. I. Jonas between them have held all the issued share capital 
of FLFC except for five shares which seem to have been allotted as Directors’ 
qualification shares. Mr. Jones admits that those other Directors and mem- 
bers were not given notice of, nor did they attend, these so-called “ meetings ” 
and, indeed, that formal meetings were never held. 

23. It is not without significance that Mr. Leigh reached a similar con- 
clusion in relation to Board Meetings of the Society (see Paragraph 41 of 
his Interim Report). 

24. Accordingly, whilst FLFC’s Minute Book is of value in so far as it 
throws some light on the activities and intentions of those who were in control 
of FLFC, we cannot regard it as an accurate record of binding decisions 
legally taken. 

Subscription of FLFC’s share capital 

25. Between 23rd April 1960 and 14th June 1960, Mr. Jones and Mrs. 
J. I. Jones appear to have subscribed for and to have been allotted the 
whole of the £100,000 share capital of FLFC (other than the two sub- 
scribers’ shares and the five qualification shares above mentioned) for 
cash. It is not at present clear to what extent Mrs. J. I. Jones was. the 
beneficial owner of any of these shares, but of the total issued capital of 
£100,000 Mr. Jones is shown as the holder of 96,994 shares and Mrs. J. I. 
Jones of 3,001 shares. It is apparent that this cash subscription did not 
in fact impose any comparable demand on Mr. Jones’ liquid resources. 
In order to understand this, it is necessary to refer briefly to two companies 
called respectively Metgrade Research Establishment Limited (“ Metgrade ”) 
and Metgrade (Ireland) Limited (“ Metgrade (Ireland) ”). 

Metgrade and Metgrade (Ireland) 

26. Metgrade was incorporated on 1st April 1960 by a Mr. and Mrs. 
Woodcock with an authorised share capital of £100,000 in £1 shares. 
According to its Memorandum of Association, Metgrade had, as its main 
objects (inter alia) : 

“To carry on the business or businesses of Electronic and Automa- 
tion Engineers, consultants, designers, and manufacturers, importers, 
and exporters, wholesale and retail dealers of and in all kinds of indus- 
trial processes, heating, industrial and other electronic controls in all 
their branches ; ground and airborne radar equipment, ballistic missile 
projects including all associated equipment . . 

27. According to the Minutes of Metgrade (which were kept in the 
same form and in the same book as the Minutes of FLFC), the first meeting 
of Metgrade was held on 11th April 1960 at which, among other things, it 
was resolved: — 
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(a) that Mr. and Mrs. Woodcock should be the first Directors ; 

(b) that the registered offices should be at 30A St. James Square, S.W.l 

(which in fact formed part of the premises at 21, Pall Mall, S.W.i, 
where the Society, and later FLFC, had their main offices) ; and 

(c) that Wade & Co. should be Metgrade’s solicitors. 

28. At a “ Second Board Meeting ” of Metgrade stated to have been 
held on 1st May 1960, it was resolved, inter alia: 

(a) that Metgrade should purchase two aircraft for a total of £22,700 
and a property at 8, Adpar Street, Paddington for £500 ; 

\b) that 27,000 £1 shares in Metgrade should be allotted to FLFC. 

Mr. Jones has admitted to us that these aircraft were purchased by 
Metgrade from him. 

29. At a “ Third Board Meeting ” of Metgrade stated to have been held 
on 23rd May 1960, it was resolved, inter alia: 

(a) to purchase G. S. Hamilton Limited as a subsidiary for £60 and to 

change its name to Metgrade (Ireland) Limited ; 

(b) to “purchase” (in reality to subscribe for) 1998 Ordinary Shares 
of £1 each in Metgrade (Ireland) as an “ investment ”. These 1998 
shares, with the two subscribers’ shares transferred to Mr. and Mrs. 
Woodcock, represented the whole of the then authorised share 
capital of Metgrade (Ireland). 

30. At a “ Fourth Board Meeting ” of Metgrade stated to have been held 
on 6th June 1960, Mr. Jones, Mrs. J. T. Jones and a Mr. G. Dyer were 
appointed Directors of Metgrade, Mr. Jones being appointed Chairman. 
Mr. Jones appears to have remained Chairman and a Director of Metgrade 
ever since. Mr. Dyer was at that time a Director of FLFC. 

31. So far as we have been able to discover, Metgrade has carried on 
virtually no business. We have seen an elaborate printed brochure pur- 
porting to set out the activities of Metgrade over a wide field ranging from 
medical engineering, via guided missiles and radar, to ergonomics. Mr. 
Jones states that this brochure was produced without his authority and has 
never been issued. The latter part of this statement may well be true. 
If the brochure has been issued, it would be difficult to imagine a more 
misleading document. 

32. Metgrade (Ireland), which was incorporated in Eire, appears to have 
been acquired in accordance with the arrangements referred to above. 
According to the minutes (likewise kept in the same book and manner as 
the minutes of FLFC and Metgrade), a “First Meeting of the Board of 
Directors ” of Metgrade (Ireland) was held on 12th May 1960 at Munstead 
Oaks in Surrey (which is part of the Stilemans property to which we refer 
later in this Report) at which (inter alia) : 

(a) the two Woodcocks were appointed Directors and the two sub- 

scribers’ shares were transferred to them ; 

( b ) the registered office was changed to 7 Lorcan Park, Dublin ; 

(c) 1998 shares were allotted for cash to Mr. Jones, and 

( d ) Mr. Jones was authorised to purchase 7 Lorcan Park in his own 
name as trustee for Metgrade (Ireland). 

33. According to the minutes of Metgrade (Ireland) Mr. Jones, Mrs. 
J. I. Jones and Mr. Dyer were appointed Directors on 16th June 1960. 
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34. So far as we are aware, Mr. Jones is still a Director of Metgrade 
(Ireland) but we have no information as to what business, if any, Metgrade 
(Ireland) has carried on. 

Application of FLFC’s share capital 

35. It is now possible to indicate how, by early June 1960, FLFC’s 
£100,000 share capital had been utilised: 

(а) as shown above, £27,000 had been used to subscribe for shares 

in Metgrade and had mainly been applied by Metgrade in paying 
for the two aircraft purchased from Mr. Jones and in acquiring 
and setting up Metgrade (Ireland) ; 

(б) a further £33,450 had been used to purchase a number of small 
properties owned by Mr. Jones, or perhaps in one or two cases by 
Mrs. J. I. Jones. Most of these properties were freehold and 
appear to have been bought at independent valuations. Mr. Jones 
has undertaken to provide us with details showing how these pro- 
perties were dealt with after their acquisition by FLFC and what 
income they produced for FLFC ; 

(c) a further £42,139 had been paid to the Society and was earmarked 
in FLFC’s books as the purchase price payable by FLFC to the 
Society for four branch offices at 8, Gay Street, Bath, 15, The Mall, 
Ealing, 10-12, Queen Street, Maidenhead, and 47, Windsor Road, 
Slough In the event, as appears hereafter, these branch offices 
were never acquired by FLFC. The £42,139 was nevertheless 
retained by the Society. 

36 The reason why the three sums mentioned in Paragraph 35 total 
more than £100,000 is due to the fact that at the beginning of lune 1960 
FLFC had commenced active operations and by the end of that month had 
already received some £5,000 in deposits. 

FLFC commences active operations 

37. By the time when, in June 1960, FLFC commenced active opera- 
tions its registered office had been moved to 21, Pall Mall, S.W.l, where 
the Society had its London offices. The reason for this activity is not 
difficult to see. Because of the Orders made by the Registrar of Friendly 
Societies under the Prevention of Fraud (Investments) Act, 1958, in May 1959 
and April 1960, the Society had first of all been required to make its books 
available to the Registrar and to provide him with information regarding 
its activities and had subsequently been forbidden to invite subscriptions or 
deposits. Moreover, principally as a result of adverse publicity concerning 
the affairs of the State Building Society, the Society,. in common with some 
other building societies, had begun to meet with increasing demands . by 
depositors for the withdrawal of their deposits. In consequence, the Society 
was faced not only with the prospect of a virtual cessation of new business 
but also with substantial demands upon its liquid resources. 

38. Mr. Jones denies that his decision to acquire FLFC was prompted, 
by events in the Society but states that it was due to his desire to conduct 
a similar type of business through the medium of a company incorporated 
under the Companies Act which would not be subject to the provisions and 
restrictions of the Building Societies Acts. He attributes the delay which 
occurred between the acquisition of FLFC in the summer of 1959, and its 
active commencement of business in June 1960 to his preoccupation with 
other matters. Be that as it may, it is quite obvious that from June I960 
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onwards the activities of FLFC were primarily directed to establishing it as 
a substitute for the Society. It is equally obvious that the planning of 
these activities must have commenced some time before June 1960. 

39. As already mentioned, a large part of the proceeds of issue of 
FLFC’s share capital was immediately paid to the Society in connection with 
the proposed purchase by FLFC of four of the Society’s branch offices. 
Mr. Jones states that these purchases were not completed because of certain 
legal advice which he had received. We are not, as yet, clear precisely 
what this advice was but it seems to have been in some way connected with 
the possible reaction by the Registrar of Friendly Societies to transactions 
of this nature. Notwithstanding this, the money so paid by FLFC was 
allowed to remain with the Society (apparently totally unsecured) ; there 
are indications that the Society made prompt use of this money. 

40. Between June 1960 and October 1960, FLFC commenced and con- 
ducted an extensive campaign designed to establish its own business and to 
take the pressure off the Society. This campaign, the details of which we 
have not yet fully investigated, appears to have included: 

(a) the setting up by FLFC of offices, including the display of brochures 

and other advertising material, in the Society’s main premises at 
21 Pall Mall and at the Society’s branch offices. The latter, in 
addition to the four already mentioned, included branch offices 
in Edinburgh, Glasgow, Belfast, Manchester, Derby, Taunton and 
Exeter ; 

( b ) a meeting at 21 Pall Mall in June or July 1960 of the managers 
of the Society’s branches at which, according to Mr. Roe, the 
managers were given instructions the effect of which was that they 
were to give priority to the affairs of FLFC and were to endeavour 
to persuade depositors of the Society who wished to withdraw their 
deposits to agree to their deposits being transferred to FLFC and 
to persuade potential depositors to make their deposits with FLFC 
in preference to the Society ; 

(c) the dispatch by FLFC to the Society’s depositors of a circular tell- 

ing them of FLFC and inviting them to make deposits with FLFC 
(this is the circular dated September 1960 which is set out in full 
in Appendix D to Mr. Leigh’s Report) ; 

( d ) the preparation of an elaborate printed brochure and “ Investment 

Application Form ” by FLFC. 

41. It is difficult to do justice to this brochure in this Report. It is 
a document which must be seen and read in its entirety in order that its 
effect can be appreciated. It is entitled “ Deposit Accounts ” and on the 
front cover the full name of FLFC (itself not without significance) appears 
over the description “ Bankers ”, The following extracts will suffice for 
present purposes to indicate the nature of the inducements which FLFC 
held out to potential depositors. Under the heading “ Our Policy ”, the 
brochure stated: 

“ It is the policy of the Company principally to lend money on free- 
hold property and land for the purchase of same, thus ensuring the 

highest standard of security possible ”, 

Under the heading “ The Safety of Land ”, the brochure included the 
following statement : 

“ At all times, the amount of money the Company gets back from 

the land far exceeds the money lent upon it, because it is not only 
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safeguarded by accurate valuation, but also by the fitct thittottly a per- 
centaee of the full value is normally lent upon the security. . . , 
Moreover it is common knowledge that very few people who buy land 
can afford to buy it outright. . • ■ ” 

Under the heading “Withdrawal Facilities" the brochure stated : 

“One of the advantages of this form of investment is that, should 
any emergencies arise in your affairs, up to £5,000 of your .deposit can 
be withdrawn without preliminaries, immediately on receipt of your 
written demand. On proof of exceptional circumstances urger sums 
Sn also be withdrawn within a few days. But as a general regulation, 
current policy is to pay all withdrawals up to £5,000 on demand, and 
larger sunK and subsequent sums of any amount on one, two and 
three months notice, according to the amount involved, lo protect the 
security of depositors and not as a matter of normal procedure, we 
reserve the right legally to require six months notice for withdrawal of 
deposits of any sum”. 

42 During its career FLFC offered a number of different types of 
deposit account, the interest rate quoted varying according to the length of 
time for which the moneys were to remain on deposit. Initially* interest was 
offered at 7 per cent, and the minimum deposit was £5. 

43 The extracts quoted in Paragraph 41 are taken from the first edition 
of this brochure. There has been a subsequent version, the general lay-out 
and effect of which is substantially similar. Mr. Jones was at least part- 
author of the brochure and admits having approval the .September circular. 
So far as we are aware, one or other of the editions of the brochure has been 
in use throughout the active period of FLFC’s existence. Wo have not yet 
ascertained to what extent the brochure was circulated. It certainly appears 
to have been prominently displayed, and readily available at 21 Pall Mall 
and at branch offices of the Society during the periixls that ILFC was con- 
ducting its business there. 



44. In our view the brochure was from the outset, and remained, both 
in its original and revised form, a highly misleading document calculated 
to make a potential depositor think that the greater part of FLFC’s funds 
were invested on the security of carefully selected mortgages on freehold 
land which the mortgagors were in process of purchasing. 

45. Mr. Jones claims that the brochure should be regarded as indicating 
the manner in which FLFC would invest and secure moneys placed witli it by 
depositors and not as applying lo the way in which the proceeds of issue 
of FLFC’s share capital had been utilised. We turn now, therefore, to con- 
sider how the depositors’ money was in fact applied and how far, if at all, 
it has been secured. 



“ Stilemans ” and “ Oak Farm ” 

46. From 1957 onwards, Mr. Jones had been acquiring n group of 
properties at Godaiming in Surrey to which we refer collectively as 
“ Stilemans ” and which he mortgaged lo the Society to secure substantial 
advances to himself. A further group of properties at Farnbormtgh, Hamp- 
shire, to which we refer collectively as “ Oak Farm ", were also similarly 
mortgaged to the Society by a Mr. E. V. Rose. Mr. Jones has admitted 
to us that Mr. Rose was his nominee, although no record of this appears 
in the books of the Society or of FLFC and Mr. Jones had previously 
told officials of the Board of Trade, at an interview which he had with them 
prior to our appointment, that Mr. Rose owned Oak Farm in his own right. 
The mortgages on Stilemans and Oak Farm were in ihc Society's standard 
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form which provided for interest at 8 per cent, and for repayments on account 
of principal and interest by monthly instalments. On the creation of these 
mortgages, Wade & Co. acted, at least in some instances, as solicitors both 
to the Society and to the mortgagors. By June 1960, substantial sums were 
still owing to the Society on the security of the Stilemans and Oak Farm 
mortgages. 

47. Up to June 1961 FLFC had received from depositors monies which 
(after deducting repayments made to depositors) totalled some £131,000. 
FLFC had also received two sums amounting to £18,500, which are at 
present unexplained but appear to have come from Wade & Co. These 
receipts aggregate some £149,500. Out of this sum payments approximating 
£43,000 have been made as follows : 

(a) £8,245 was apparently transferred in July 1960 to a Swiss subsidiary 
called FLFC Geneva ; 

( b ) a further £2,960 was paid to Metgrade for additional shares in that 
company ; 

(c) approximately £25,000 was expended on advertising and administra- 

tion, and 

(d) approximately £6,500 has been withdrawn by or debited to Mr. Jones 
personally. These withdrawals or debits have all been made in 
1961. 

48. Virtually the whole of the balance of some £106,500 (namely 
£104,093) has been paid to the Society. In some cases payments have been 
made direct ; in others they have been made through Wade & Co. 

49. The exact amount of these payments and the precise circumstances 
in which they wore made will require further detailed investigation. For 
present purposes, it is sufficient to say that according to the books of 
FLFC. : 

(a) the whole of the payments, with the exception of a single payment 
of £1,000, have been debited to accounts in FLFC’s books entitled 
“ Stilemans — advances ” and “ Oak Farm— advances ” respectively ; 

(/;) FLFC’s Oak Farm Account also shows, as credit items, the two 
sums totalling £18,500 referred to in Paragraph 47 ; 

( c ) the sum of £42,139 which (as mentioned in Paragraph 35) had 
originally been earmarked for the purchase of four branch offices 
from the Society has, at some later stage, been debited to FLFC’s 
Oak Farm Account ; 

(cl) the total amounts so paid (after crediting the two sums mentioned 
in (/>') above) amount in the case of Oak Farm to £72,732 and in 
the case of Stilemans to £54,000. 

50. As in the case of the Society (see Paragraph 33 of Mr. Leigh’s 
Report), the manner in which these payments were treated in the books of 
FLFC appears to have been dictated by Mr. Jones. 

51. Mr. Jones has given us a long and involved explanation as to the 
nature of these payments and as to why FLFC has some form of security 
for the sums so paid to the Society. We have not so far been able to 
understand this explanation and we have as yet insufficient information to 
enable us to try to evaluate it. At one stage, Mr. Jones sought to tell us 
that in respect of Oak Farm a document of charge of some sort had actually 
been executed in favour of FLFC but when taxed with the details of this 
he was unable to remember them. Another possibility is that the intention 
'was for FLFC to take an assignment of the Stilemans and Oak Farm 
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mortgages from the Society ; but according to the books of the Society the 
Oak Farm mortgage was completely paid off in November 1960 and we 
have reason to think that a large part of Oak Farm had by them been sold. 
Moreover, no regular interest has been charged in FLFC’s books on sums 
debited to the Oak Farm or Stilemans accounts, as we would have expected 
to find if FLFC had taken over the mortgages. The books of FLFC have 
never been audited but in draft accounts as at 27th February 1961 which 
•were prepared at the direction of Mr. Jones, interest on these sums was 
treated quite arbitrarily, being first calculated at 20 per cent, and subsequently 
at 25 per cent. However no entries have been made in the books for this 
interest at either rate and Mr. Jones has not in fact paid any interest either 
on the sums paid to the Society or on the amounts which have been debited 
to his personal account. 

52. The Minute Book of FLFC contains only one reference to this aspect 
of the matter. The minutes of the “ Fifth Board Meeting ” stated to have 
been held on 2nd June 1960 contain the following entries. These follow 
one another and we quote them verbatim : 

“Mortgage Loans: it was agreed: 

to advance sums up to and not exceeding £95,000 against the property 
known as Oak Farm, Farnborough, by redeeming the mortgage with 
Lloyds Permanent Building Society in account with Victor Rose 

and further 

that the Chairman would issue instructions for the legal formalities 
to be attended to. 

“ Loans to Directors : resolved : 

that sums be advanced up to and not exceeding £ against the 
property known as Stilemans, Munstead, Godaiming, Surrey, by re- 
demption of the mortgage with Lloyds Permanent Building Society in 
account with R. Jones and by direct payment, 

further 

that approval of the Company be sought at the next Annual General 
Meeting 

and further 

that the Chairman would issue instructions for the legal formalities 
to be attended to.” 

In the original, the figure denoted above by an asterisk was orginally 
typed in but has since been carefully erased. 

As regards the second of the above resolutions, no Annual General 
Meeting of FLFC has, so far as we are aware, ever been held. 

Mr. Jones has asked us for time to consider these resolutions in order 
to explain them to us. 

53. At the present stage of our investigation, it would be wrong for us 
to state categorically that FLFC has, as a matter of law, no security for the 
very large sums which it has paid to the Society. But it is, we think, clear 
that no documents of charge to secure them have ever been executed. 
In our view, it was improper for Mr. Jones to have permitted these sums 
to be paid to the Society without ensuring that effective charges were 
executed in favour of FLFC. 

54. Mr. Jones has also asked for an opportunity to consider and explain 
to us the sums, totalling over £6,500, which have been withdrawn by him or 
debited to his personal account. As all these sums have been withdrawn or 
debited in 1961 and are in many cases for substantial amounts (including 
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debits o£ £2,000, £1,000 and £750 within the space of a fortnight), we had 
expected that he would have no difficulty in remembering them and ex- 
plaining them to us. This has Jjot so far proved to be the case. 

The present position of FLFC 

55. Between 14th June 1960 and 7th June 1961, FLFC received from 
depositors (either by direct deposit or indirectly through the Society) a total 
of £201,211 and repaid deposits totalling £69,897. There was thus a net 
balance owing to depositors at 7th June 1961 of £131,314, together with 
an as yet unascertained amount in respect of accrued interest. 

56. By 7th June 1961, notice of withdrawal had been received by FLFC 
in respect of deposits exceeding £71,000. So far as we are aware, none of 
this has been repaid. For some months previously, FLFC had been de- 
clining to pay out deposits on demand and had invoked the “ six-months ” 
rule in its brochure which we have quoted in Paragraph 41. The explana- 
tion for this which FLFC gave to one depositor in April of this year was 
that the rule was being invoked “ in order to maintain liquidity at a 
prudent level ”. 

57. Whether or not FLFC was legally entitled to invoke this rule (since 
the contents of the brochure do not appear always to have been brought to 
the attention of potential depositors), it has had the desired effect of post- 
poning demands on FLFC’s immediate cash resources. These resources at 
present appear to be in the neighbourhood of £1,000. According to our 
preliminary estimates, even assuming that the six-month rule was validly 
invoked, the following deposits (in round figures) have or will become 



repayable : 

£ 

May 1961 3,300 

June 1961 2,800 

July 1961 2,100 

August 1961 26,000 

September 1961 20,100 

October 1961 11,100 



58. We asked Mr. Jones what arrangements he had made or was pro- 
posing to make to meet these obligations and what arrangements he had in 
mind for repaying some of his own personal indebtedness to FLFC. In 
summary, his reply was to the effect (i) that some of the properties which 
FLFC had originally purchased from him were in process of being sold 
(these appear to be four properties which are being sold for a total of 
£6,950) and that steps could be taken to sell the remainder, (ii) that efforts 
were being made to sell Metgrade’s remaining aircraft (one having already 
been sold at a slight loss) which he estimated would produce “ under 
£18,000”, after which Metgrade would be wound up and the proceeds re- 
mitted to FLFC, (iii) that FLFC Geneva would be liquidated and the 
£8,245 held by it would also be remitted to FLFC and (iv) that some rather 
ill-defined and indeterminate steps would be taken to enforce FLFC’s 
“ security ” on Stilemans. 

59. When we pointed out that these operations would seem likely to 
take some considerable time, Mr. Jones stated that if it became necessary 
he would have no difficulty in borrowing money from a friend in order 
to repay depositors. 

60. It is quite obvious to us that in the accepted sense of being unable to 
pay its debts as they become due FLFC is insolvent 
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61. We cannot usefully give any indication at this stage of the amount 
which may ultimately be available in FLFC to meet the claims of depositors. 
This will mainly depend on (i) the legal position regarding the payments 
which have been made to the Society, (ii) the outcome of the legal pro- 
ceedings (referred to in Paragraph 63) which the Society has brought 
against FLFC, and (iii) possible claims for misfeasance against some of the 
persons who have been concerned in the formation and management ol 
FLFC. 



Legal proceedings 

62 FLFC and/or Mr. Jones are or have recently been engaged in 
extensive litigation with the Society. The first of these actions (which 
resulted in judgment being given by consent against FLFC) arose when 
the reconstituted Board of the Society ejected FLFC front the premises 
at 21 Pall Mall which FLFC had virtually taken over in the circumstances 
already described. 

63 We are reluctant to comment in any detail on litigation which is 
still current. It is, however, material for the purposes of this Report that 
we should indicate the general nature of the principal outstanding claims 
which are being made by the Society and which arise out of matters which 



we have to investigate : 

(а) against Mr. Jones, the Society, is claiming approximately £90,000 

in respect of moneys said to be owing by Mr. Jones to the Society 
on the security of the Stilemans mortgage ; 

(б) against FLFC, the Society is claiming a total of Mime £34,000 
including, in particular, claims for (i) the use by FLFC of the 
Society’s main premises and branch offices and (it) salaries of the 
Society’s staff employed on FLFC’s business. 

64 It is obvious that the outcome of this litigation may have a material 
bearing on FLFC’s ability to repay its depositors and on Mr. Jones s 
personal position. It is equally clear that this litigation cannot be satis- 
factorily conducted while Mr. Jones remains in control of FLFC. 



Conclusion and Recommendations 

65. By way of conclusion, we desire to quote the following extract from 
a letter from an FLFC depositor in Scotland which was sent to us following 
our appointment. We have taken the liberty of revising some of the spelling 
and punctuation: 

“I came to live in Edinburgh 3 years ago and it was 1960 before 
I got a house and got things sorted out so I took my savings to George 
Street ; this street is made up of Banks, Building Societies, Assurance 
Companies and business premises of all kinds. The Freehold Finance 
Co. office seemed a spacious well-furnished place and as they were also 
termed Bankers I was sure my savings would be all right. 

“ It would be the first or perhaps the second office T came to while 
walking along the street so I went in and deposited my savings. . . .” 

66. It is deplorable that mushroom companies such as FLFC are not 
forbidden by law to use the description “Bankers”, which should be 
restricted to companies of substance and repute. 

67. We recommend: 

(1) that immediate steps be taken by the Board of Trade to petition 
the High Court for the compulsory winding up of FLFC pursuant 
to the powers conferred on the Board by s. 169 (3) of the 
Companies Act, 1948 ; and that as, in our view, it is essential in 
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the interests of depositors that FLFC’s remaining assets be placed 
beyond the control of the present management at the earliest 
opportunity, immediate application should be made for the 
appointment of a provisional liquidator ; 

(2) that urgent consideration should be given to the desirability of 
restricting by law the indiscriminate and misleading use of 
descriptions such as “ Bankers ” by bodies which have, in reality, 
no claim to the status which such a description appears to convey 
to a large section of the public. So far as this recommendation 
affects companies incorporated under the Companies Act, the 
Board of Trade may perhaps consider that the problem might 
usefully be raised with the Committee on Company Law Revision 
of which Lord Jenkins is Chairman. 

(Signed) Michael Wheeler. 

David Rae Smith. 

London, 

1th July 1961. 
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FINAL REPORT 



Introduction 

1. Following our Interim Report dated 7th July 1961, and in accordance 
with our recommendations, the Board of Trade presented a petition to the 
High Court on 12th July 1961 for the compulsory winding up of Freehold 
Land Finance Company Limited (“FLFC”); and on 14th July 1961 
successfully applied to the High Court for the appointment of the Official 
Receiver as provisional liquidator of FLFC. 

' 2. Mr. Jones sought to oppose the winding up petition, but in the 

course of the Court proceedings outline proposals for a Scheme of 
Arrangement under Section 206 of the Companies Act, 1948 between FLFC 
and its creditors were put forward by Mr. W. J. Wade. Mr. Wade had 
until June 1957 been the sole partner in the firm of Wade & Co., Solicitors, 
to which we referred in our Interim Report, and is a personal friend of 
Mr. Jones. The proposals envisage a two-year moratorium in FLFC, by 
the end of which time FLFC’s creditors (including depositors) will have 
been repaid in full, partly out of the proceeds of realisation of its assets 
and partly out of funds which Mr. Wade himself will provide ; the whole 
of FLFC’s share capital is to be transferred to Mr. Wade, the present 
directors are to be replaced and, when its creditors have been paid off, 
FLFC will be wound up voluntarily and its business discontinued. But it 
is, of course, an essential feature of the proposals that the existing winding 
up petition should be dismissed by consent. 

3. The present position is that the winding up petition has been stood 
over until 16th October 1961 on certain undertakings. These include an 
undertaking that the necessary legal steps will be taken to enable the 
proposed Scheme to be submitted to FLFC’s creditors and an undertaking 
by Mr. Jones (irrespective of the outcome of the Scheme) to execute con- 
veyances to FLFC of his interest in the Stilemans and Oak Farm properties 
to which we referred in our Interim Report. We understand that Mr. Jones 
has complied with this undertaking. 

4. In these circumstances, it is obviously desirable that we should, if 
possible, complete our investigation of the affairs of FLFC and present a 
Final Report in time for it to be considered before the resumed hearing 
of the winding up petition. 

Additional Evidence 

5. Since our Interim Report, we have taken oral evidence from the 
following witnesses : 

(i) Mr. R. A. Davis; he was mortgage manager and later General 

Manager of Lloyds Permanent Building Society (“ the Society ”) 
from November 1957 to the beginning of November 1960 and 
was a director of FLFC from about August 1960 to the end of 
October 1960. 

(ii) Mr. I. C. Clunas ; he was a director of FLFC from about August 

1960 to the end of October 1960. 

(iii) Mr. George Dyer, L.R.I.B.A. ; he was Chief Surveyor of the 
Society for about three years up to the end of January 1961 and 
was a director of FLFC from about July 1960 until January 1961. 
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(iv) Mr. Cyril Rogerson ; he was employed by the Society for several 
years (first as Accountant, then as Investment Manager and finally 
as Internal Auditor) up to October 1960 when he joined FLFC 
as Investment Manager. He resigned from FLFC on 30th April 
1961. 

( v ) Mr E H. Buttfield A.C.I.S. ; he was the Society’s Accountant in 

December 1959 when he resigned ; he was the Secretary of FLFC 
from February 1960 to February 1961. 

(vi) Mr David McArthur C.A. ; he was the manager of FLFC’s branch 
office in Edinburgh from early December 1960 until early February 
1961 and thereafter, up to 30th June 1961, was FLFC’s Accountant 
and Secretary. Towards the end of April 1961 he became a 
director of FLFC. 

fvii) Mr Stanley Walton ; he was the manager of the Society’s branch 
office in Belfast from December 1958 to April 1961 and acted in a 
similar capacity for FLFC from about the end of June 1960 up 
to February 1961. 

(viii) Mr. R. G. W. Miles; he is the sole partner in Wade & Co., the 
Society’s solicitors, who were appointed Solicitors to FLFC in 
August 1959. Mr. Miles was a director of FLFC from about 
April 1960 until (after two attempts to resign in October and 
November 1960) his resignation was finally recorded on 14th 
January 1961. 

(ix) Mr. E. V. Rose ; he was at all material times the registered owner 
of the Oak Farm property. 

(x) Mrs. J. I. Jones ; Mr. Robert Jones’s second wife. 

We have also taken further evidence on oath from Mr. Jones himself. 

6. The picture which has emerged from this additional evidence and 
from our further investigation of the records of FLFC confirms in all 
material respects the facts and conclusions set out in our Interim Report. 
We are now able to give a more detailed review of the way in which 
FLFC was set up and its affairs conducted. 

7. Before doing so, however, we must sound a warning note. The 
state' of FLFC’s records is such that we have found them to be of only 
limited help in ascertaining the precise sequence of events and in deciding 
when (if at all) particular decisions were taken. We have therefore had to 
rely to a large extent on the recollection of the individuals concerned. 
In the circumstances it would be too much to expect complete accuracy 
on points of detail, particularly dates.. Nevertheless, we are satisfied that 
the picture we present is true and fair. 

8. For the purpose of our review, we divide the history of FLFC into 
three phases, namely : 

Phase I. The period up to the end of June 1960. 

Phase II. July 1960 to the end of October 1960. 

Phase III. November 1960 to 7th June 1961. 

Phase I — the period up to the end of June 1960 

9. We have taken the end of June 1960 as the terminal date for this 
phase because FLFC commenced active operations at the beginning of 
June 1960 and it was in June 1960 that the first receipts from depositors 
are recorded. 
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10. It will be remembered (Interim Report, Paragraph 38) that Mr. Jones 
has denied that his decision to acquire FLFC was prompted by events in 
the Society and has stated that it was. due to his desire to conduct a similar 
type of business through the medium of a company which would not be 
subject to the provisions and restrictions of the Building Societies Acts. 

11. This may be true. Certainly, Mr. Jones appears to have had 
grandiose ideas for FLFC at an early stage because in a conversation which 
he had with Mr. Davis, the Society’s General Manager, in or about Novem- 
ber 1959, he gave Mr. Davis the impression that FLFC was to be a large 
international banking organisation with subsidiaries throughout the world. 
But Mr. Jones’s decision to launch FLFC and the timing of that decision 
must obviously to some extent have been influenced by the trend of 
events in the Society. 

12. It must be borne in mind that the Registrar of Friendly Societies 
had made an Order against the Society in May 1959 requiring the produc- 
tion of books and information concerning the Society ; and that in February 
1960 he made a further Order forbidding the Society from inviting subscrip- 
tions or deposits. Partly because of this, from the end of 1959 onwards 
heavy demands for withdrawals were being made by Society depositors and 
the Society’s liquid resources were being correspondingly strained. 

13. Bearing in mind that FLFC had been acquired (as Banbro Limited) 

by Mr. Jones not later than 10th August 1959 and had by the end of October 
1959 increased its authorised share capital to £100,000 and changed its 
name to Freehold Land Finance Company Limited, we think it not unrea- 
sonable to assume that by the late autumn of 1959 Mr. Jones’s plans to 

launch FLFC had got beyond the chrysalis stage. 

14. One factor which we think influenced Mr. Jones was a desire to 

undertake the provision of building finance on a large scale ; that is to say 

the provision of finance (normally for periods of about two years) for 
property developers and builders on the security of the property being 
developed. This was apparently a more profitable line of business than 
the more normal Building Society business of lending money to individuals 
on house mortgages, since higher rates of interest could be obtained. Mr. 
Davis told us that at the end of 1959 the Society had some £300,000 
invested in this way but that this had been the subject of unfavourable 
comment by the Registrar of Friendly Societies. 

15. At a comparatively early stage, Mr. Jones evidently envisaged 
FLFC and the Society working side by side in the same offices. Mr. Davis 
has said that he and. other senior members of the Society’s staff were 
opposed to this. 

16. In November 1959, Mr. Jones turned his attention to the prepara- 
tion of a brochure for FLFC and enlisted the services of a firm of advertising 
agents to assist in its production. 

17. We quoted extracts from this brochure in our Interim Report 
(Paragraph 41). It will be remembered that the opening paragraph under 
the heading “ Our Policy ” read as follows : 

“ It is the policy of the Company principally to lend money on free- 
hold property and land for the purchase of same, thus ensuring the 
highest standard of security possible.” 

The next following paragraph, under the same heading, commenced with 
the following statement : 
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“ Loans on this type of security are restricted in the main to 66J per 

cent., thus bringing them within the standard required by the Trustee 

Act, 1925.” 

The above paragraphs were reproduced without alteration in all editions of 
the brochure. 

18 Mr. Davis has told us that in the spring of 1960 he was invited 
by Mr Jones to read and comment on the brochure in draft or proof form ; 
and that he pointed out to Mr. Jones that the second of the paragraphs 
quoted above was in his view undesirable because it would preclude FLFC 
from accepting mortgages in excess of the 66§ per cent, limit. The para- 
graph in question and Mr. Davis’s comment upon it acquire an added 
significance in the light of the advances which Mr. Jones subsequently pro- 
cured FLFC to make on the “ security ” of Oak Farm and Stilemans. 

19. Mr. Rogerson was also shown the brochure in draft or proof form. 
Mr. Jones has, however, told us explicitly that he accepts full and sole 
responsibility for its contents. 

20 Also in the spring of 1960, Mr. Jones enlisted Mr. Davis’s help in 
the preparation of an extensive advertising campaign for FLFC. Mr. 
Davis’s part was limited to ensuring that FLFC had a suitable advertise- 
ment to place and that it obtained the coverage which Mr. Jones desired ; 
he in effect, acted as liaison between Mr. Jones and the advertising agents. 
The latter have told us that advertising commenced in June 1960 and that 
advertisements were placed in the United Kingdom, Aden, Bahamas, Ber- 
muda, East Africa, Gibraltar, Malta, Nyasaland, Rhodesia, Nigeria, Ghana, 
Sierra Leone, British North Borneo and elsewhere. 

21 1090 copies of the first edition of FLFC’s brochure were printed 
and delivered during May 1960. This edition showed FLFC’s address as 
30a St. James’s Square, S.W.l (which was in reality the same building as 
21 Pall Mall, where the Society had its London offices) and the Board of 
Directors as consisting of the following : 

R. Jones — Chairman. 

R. G. W. Miles, LL.B. 

J. Harding. 

B. Hopkin, B.A. 

K. R. Woodcock, A.R.Ae.S. 

J. I. Jones. 

P. J. Woodcock. 

22. We have seen no evidence which suggests that either during or after 
Phase I any of the persons listed above, other than Mr. Jones, took any 
active part in the affairs of FLFC. “ B. Hopkin, B.A. ” was Mr. Jones’s 
first wife. 

23. A further insight into the extent of Mr. Jones’s plans for FLFC is 
given by the formation in Geneva of a Swiss subsidiary, FLFC (Geneva). 
In May or early in June 1960, Mr. Jones seems to have been trying to raise 
a large loan for FLFC and eventually he approached a company called 
Everest Universal Limited (“ Everest ”) which was thought to have access 
to substantial funds in Switzerland. Everest, whose directors included the 
Hon. Leonard Hall and Mr. I. C. Clunas, were curious to find out more 
about FLFC and hearing that FLFC had recently set up, or was in the 
process of setting up, FLFC (Geneva) which might be of use in arranging the 
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Swiss finance, Everest suggested that Mr. Clunas should visit Geneva to 
check up on the organisation of FLFC (Geneva) and to get an insight into 
the way FLFC was being run. At some later date (which may strictly 
come in Phase II of our review), Mr. Clunas visited Geneva for this 
purpose. 

24. The precise source of this projected loan (of £lm.) was and is some- 
what wrapped in mystery. Even Mr. Clunas does not appear to have 
known where it was to stem from, except that he thought it was to come 
from an Arab source. In the event, nothing came of it, apparently because 
the prospective lenders required the guarantee of a British bank. It is per- 
haps a matter of opinion whether such a loan was ever a practical 
proposition. 

25. Throughout Phase I, the affairs of FLFC were conducted by Mr. 
Jones from Munstead Oaks, which is part of the Stilemans property where 
he himself lived. FLFC’s St. James’s Square office was no more than a 
postal address. Mr. Jones appears to have sent for senior officials of the 
Society from time to time to discuss various aspects of FLFC but only 
paid rare visits to the Society’s London offices. 

26. Mr. Jones appears to have paid little attention to the objections 
which Mr. Davis, in particular, had voiced against the idea of FLFC and 
the Society working side by side and by the end of May or early June 1960 
was actively engaged in preparing to use the Society’s branch offices as 
outlets for FLFC. About this time, Mr. Walton and Mr. Castel (the 
Society’s branch managers at Belfast and Glasgow respectively) were called 
to London by Mr. Davis, on Mr. Jones’s instructions. In Mr. Walton’s 
case (we have not questioned Mr. Castel) he was first of all given a general 
outline by Mr. Davis of Mr. Jones’s plans for a new limited company and 
was then told that he would have to go to Stilemans to meet Mr. Jones in 
order to be put fully in the picture. Up to this time, Mr. Walton had never 
met Mr. Jones. 

27. At Stilemans, Mr. Walton met a number of the Society’s senior 
staff and first heard of FLFC by name. Mr. Jones showed him a bundle 
of brochures and leaflets (or, possibly, proofs) relating to FLFC and 
told him that he (Jones) was raising £lm. for FLFC from the City of 
London. Mr. Jones asked him whether FLFC’s business in Belfast could 
be run from the Society’s Belfast branch, to which Mr. Walton replied 
that he could see no objection provided that expenses were properly 
apportioned between FLFC and the Society. 

28. It will be remembered (Interim Report Paragraph 35(c)) that by 
the end of June 1960 FLFC had already paid £42,139 to the Society as 
the purchase price for four of the Society’s branch offices at Bath, Ealing, 
Maidenhead and Slough respectively. 

29. Thus the broad picture of FLFC at the end of Phase I is of a 
company which, although still operating from Munstead Oaks with virtually 
no staff and with no other management than Mr. Jones himself, was, with 
the aid of an extensive advertising campaign, a somewhat florid but 
superficially attractive brochure and the use of a number of the Society’s 
branch offices, poised to go into business on a considerable scale. 

30. It is, however, not without significance that throughout this period 
Mr. Jones appears to have had little or no discussion with any of the 
Society’s officials as to the manner in which FLFC’s funds, when received 
from depositors, would be deployed by it in order to give effect to the 
policy set out in its brochure. From the outset the use to which these 

23 



Printed image digitised by the University of Southampton Library Digitisation Unit 



funds were to be put 'remained a matter which Mr. Jones retained under 
his exclusive control and upon which no one other than himself took 
any decisions. 

Phase II— July 1960 to the end of October 1960 

31. Phase II was a period of considerable activity in the life of FLFC. 
It will be convenient to consider it under the following general headings : 

(a) Management and Staff. 

( b ) Preparation of second edition of the brochure. 

(c) Circularisation of Society depositors. 

(d) Briefing of Branch Managers. 

(e) Advertising and Accounts. 

(/) The Management Committee. 

(g) Oak Farm and Stilemans. 

(Ji) FLFC’s Minute Book and Metgrade. 

(i) The final stages of Phase II. 

Management and Staff 

32 At the beginning of Phase II, the effective management and staff 
of FLFC consisted of Mr. Jones himself and Mr. Buttfield (who had been 
appointed Secretary on a part-time basis in February 1960), with periodical 
assistance from members of the Society’s staff such as Mr- Davis and 
Mr Rogerson. Now that FLFC was starting active business, however, 
and as opposition from the Society’s staff to the idea of FLFC and the 
Society working side by side had apparently been disregarded, Mr. Jones 
seems to have given greater thought to the recruitment of additional staff 
for FLFC and to the re-organisation of its Board. 

33. A first step was to appoint Mr. Buttfield full-time Secretary of 
FLFC to take effect on 1st July 1960 and to give him the task of investigat- 
ing ways and means of setting up subsidiaries overseas. 

34. Mr. Jones’s desire to set up overseas subsidiaries also led to the 
appointment of Mr. Clunas as an FLFC director. On the latter’s return 
from Geneva (see Paragraph 23 above) he had been asked by Mr. Jones 
to assist in setting up a number of other FLFC subsidiaries overseas and, 
with Everest’s consent, had agreed to do so. But he soon found that 
FLFC had barely begun to function actively and he told Mr. Jones that 
it seemed somewhat pointless to worry about subsidiaries until FLFC 
itself was properly organised. Mr. Jones thereupon invited him to under- 
take the task of getting FLFC running. With Everest’s consent, Mr. 
Clunas agreed to do so and he joined "FLFC, according to his recollection, 
at the beginning of August 1960. But the precise date of his appointment 
(as is the case with most appointments in FLFC) is uncertain. 

35. Mr. Clunas’s position and responsibilities in FLFC were never 
clearly defined. He has told us that, broadly speaking, his job was to 
get FLFC operating without referring too much to Mr. Jones. One of 
his first acts was to move from Munstead Oaks to 21, Pall Mall. It is 
quite clear that Mr. Clunas had no responsibility for, nor any say in, the 
investment of funds which FLFC received from depositors ; nor had he, 
of course, had any say in the manner in which the proceeds of FLFC s 
share capital had been applied. 

36. Mr. Davis became a director of FLFC at the same, time as Mr. 
Clunas. He told us that his decision to accept office, despite an earlier 
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refusal in November 1959, was influenced partly by Mr. Clunas’s appoint- 
ment and partly because Mr. Jones had suggested that Mr. Clunas and 
Mr. Davis might eventually become Joint Managing Directors of FLFC. 
For the time being, however, he regarded his appointment as merely 
intended “ to keep me in the picture ”. As a director of FLFC he did 
little more than he had done prior to his appointment (that is to say, 
he gave some help in connection with the advertising campaign and dealt 
to some extent with those Society branch managers who were also working 
for FLFC) : his principal responsibility remained that of General Manager 
of the Society. 

37. Mr. Jones also persuaded Mr. Dyer to become a director of FLFC. 
As the Society’s Chief Surveyor, Mr. Dyer had mainly been concerned with 
valuations and surveys of properties for prospective mortgages. He told us 
that he had first heard of FLFC in May or June 1960 when Mr. Jones had 
told him that he (Jones) could see no future in the Society and so was forming 
a bank which would do the same line of business and would eventually 
succeed to the Society’s business. Mr. Dyer told us that he felt flattered 
by Mr. Jones’s invitation to join the FLFC Board but that he had at first 
demurred on the grounds that he had neither the qualifications nor the 
experience necessary to act as a director, saying “ I am a bricks and mortar 
man ”. Mr. Jones, however, prevailed upon him to accept, explaining that 
he (Dyer) could merely do for FLFC what he had been doing for the Society 
and that for prestige purposes it would be better if, in his work for FLFC, 
he was a director ; Mr. Jones also told him that he would not have any 
additional authority by becoming a director. It seems probable that in 
point of time Mr. Dyer’s appointment preceded those of Mr. Clunas and 
Mr. Davis. 

38. Mr. Jones also appears to have invited the Hon. Leonard Hall to 
join the FLFC Board and in his evidence before us he was insistent that 
Dr. Hall had agreed to do so. Dr. Hall is reported as saving (see Investors 
Chronicle, 27th January 1961) that he never agreed to become a director 
of FLFC. It may be that there was a genuine misunderstanding. We have 
no mean.-, of knowing, since it does not ever appear to have been Mr. Jones’s 
practice to put such invitations in writing. Apart from the fact that Dr. 
Hall’s name appears as a director in the second edition of FLFC’s brochure 
and that FLFC’s minutes purport to record his appointment on 4th July 
1960, we have found nothing to suggest that he ever took any part in the 
affairs of FLFC. We have not thought it necessary to invite him to give 
evidence ; nor has he asked to do so. 

39. One other name requires mention, namely Mr. Rogerson, whom Mr. 
Jones invited to join FLFC in order to look after its books and to act as 
its Investment Manager. Mr. Rogerson did not formally join FLFC until 
October 1960, when he left the Society, but he had in fact been actively 
concerned in FLFC’s affairs for some months previously. He had, for 
example, been responsible for writing up FLFC’s books from June 1960 
onwards and had helped in the preparation of the brochure. Mr. Rogerson 
had been associated with Mr. Jones since the early days of the Society and 
although he was never a director of FLFC it seems probable that he had 
Mr. Jones's confidence to a greater degree than was the case with any of 
the other FLFC directors or staff. According to Mr. Davis, Mr. Rogerson 
was the only person, apart from, Mr. Jones, who dealt with building finance 
in the Society. Mr. Rogerson told us that in FLFC, as in the case of a 
Building Society, the function of the Investment Manager was to deal with 
actual and potential investors or depositors and not (as the description 
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might at first sight suggest) with the investment of funds received by FLFC 
from depositors. He agreed, however, that as Investment Manager he had 
to have a fairly accurate working knowledge of the state of FLFC s attairs. 

Second edition of the brochure 

40. During July and August 1960 further thought seems to have been 
given to the terms which FLFC should offer depositors. The first edition 
of the brochure had offered only a fixed-term deposit with interest at 7 per 
cent The brochure was now revised so as to delete all reference to this 
one type of deposit and instead separate leaflets were printed for each of five 
separate types of deposit offering rates of interest varying between 7 per cent, 
and just under 11J per cent, (gross). 

41 Apart from this revision, the substance of the brochure remained 
unchanged. FLFC’s address was, however, now given as 21 Pall Mall, 
S.W.l , and the Board of Directors was shown as follows : 

R. Jones, Chairman 
Hon. Leonard Hall 
R. G. W. Miles, LL.B. 

G. Dyer, L.R.I.B.A. 

B. Hopkin, B.A. 

I. C. Clunas, M.A. 

J. I. Jones 
R. A. Davis 

42. 2,500 copies of this revised brochure were printed and delivered to 
FLFC during August 1960. Mr. Walton has told us that he invariably 
sought deposits on the strength of FLFC’s brochure which he “ regarded as 
my bible 

Circularisation of the Society’s depositors 

43 If the Belfast branch is any criterion, some at least of the Society’s 
branches had received supplies of FLFC brochures, display cards and 
stationery as early as the beginning of July 1960 ; and it is clear that from a 
relatively early stage, attempts were made to use FLFC as a means of 
taking the pressure off the Society by inducing Society depositors, in effect, 
to transfer their deposits to FLFC. 

44. Early in September 1960 FLFC sent out a circular letter outlining 
its activities which was prepared by Mr. Jones with the assistance of 
Mr. Rogerson. A copy of this letter, signed by Mr. Dyer, is reproduced in 
full as Appendix D to Mr. Leigh’s Interim Report on the Society. We have 
heard from Mr. Dyer how he came to sign this letter. He told us that 
instructions came from Mr. Jones that the letters were to be sent out by 
a dead-line; and that as he (Dyer) was in the office at the time, he and 
two others (one of whom he thought was Mr. Clunas) sat down and signed 
them. Mr. Rogerson (who, as Investment Manager, should be in a good 
position to know) has told us that Mr. Dyer played no part in the 
preparation of this circular letter. 

Briefing of Branch Managers 

45. In the middle of September 1960 (not June or July as stated in 
Paragraph 40 (*) of our Interim Report) the Society’s branch managers 
were summoned to 21 Pall Mall ostensibly to meet Mr. Jones. All the 
branches were represented at the meeting, with the exception of the Man- 
chester and Edinburgh branches. The meeting was convened by Mr. Davis, 
as the Society’s General Manager, and begun in his room. His own 
recollection of what he said is somewhat vague but the main purpose of the 
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meeting was to introduce the branch managers to Mr. Clunas. The meeting 
then adjourned to Mr. Clunas’s office where he appears, in effect, to have 
given the branch managers a “ pep-talk ” about FLFC. 

Advertising and Accounts 

46. In September 1960, Mr. Jones was anxious that FLFC should launch 
an advertising campaign in the national press ; up to that time FLFC had 
been advertising in the United Kingdom in local newspapers and periodicals 
only. He was informed by the advertising agents, however, that before such 
a campaign could be launched it would be necessary for FLFC to produce 
accounts. Mr. Clunas was therefore instructed to arrange for this to be done. 

47. Pressure for the production of accounts also came from the branch 
offices. Mr. Walton told us that by early September 1960 potential investors 
in Belfast were already asking to see FLFC accounts and that he in turn 
was pressing London for them and continued to do so. 

48. Probably towards the end of October 1960, draft accounts purporting 
to show FLFC’s position as at 30th September 1960 were produced by 
Mr. Rogerson. But the accounts so produced are of little value. In the 
copy which we have seen the draft profit and loss account contains ink 
alterations in the handwriting of Mr. Jones and Mr. Rogerson, the effect of 
which was to reduce the loss for the period from £7,487 to £2,785. 

The Management Committee 

49. Mr. Clunas described his three months as a director of FLFC as a 
period of “ suspended animation ”, He said that it was impossible to get 
Mr. Jones to take decisions or that, alternatively, “ he had a habit of making 
decisions and then reversing them ”, It is quite clear that formal Board 
Meetings were never held and that Mr. Jones still conducted most of his 
affairs by telephone or telex from Stilemans. 

50. Matters had got to such a stage by the end of September 1960 that 
Mr. Clunas, Mr. Davis and Mr. Dyer formed themselves into an informal 
Management Committee in an attempt to straighten things out. This 
Committee had at least two meetings and it is clear from the agenda for ope 
of the meetings that their discussions covered a wide field. The idea behind 
the Committee, as explained to us by Mr. Clunas and Mr. Davis, was to 
attempt to get essential problems ironed out among themselves and to submit 
detailed minutes of their conclusions to Mr. Jones at Stilemans in the hope 
of bringing pressure to bear on him to authorise the necessary action. Mr. 
Davis was particularly anxious that all arrangements between FLFC and 
the Society should be put on a regular basis and his main worry was the 
lack of clear-cut terms of reference and proper documentation. 

51. Unfortunately, the activities of the Management Committee failed to 
make any impression upon Mr. Jones. 

Oak Farm and Stilemans 

52. It is in September 1960 that Oak Farm and Stilemans first come 
into the picture, and it is necessary to give a brief outline of the history of 
these properties. 

Oak Farm 

53. On 1st January 1960 Mr. E. V. Rose became the registered owner of 
the property referred to as Oak Farm which then appears to have covered 
an area of some 210 acres. It will be remembered (Interim Report, Para- 
graph 46) that Mr. Jones admitted to us that Mr. Rose was his nominee. 
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54 On 1st and 2nd January 1960 the Society made advances on the 
security of Oak Farm, nominally to Mr. Rose, of sums totalling £362,000, 
carrying interest at 10 per cent. Two further sums of £20,000 each were 
likewise advanced by the Society in April and June 1960. On the other 
hand the Society received, as partial redemptions, two amounts of £256,419 
and £10,000 in March and August 1960 respectively. The amount of 
£256 419 appears to have come out of the proceeds of sale of 106 acres 
referred to in Paragraph 57 (a) below. We do not know from what source 
the £10,000 was received. 

55. Thus by the be ginn i n g of September 1960 the amount of the Society’s 
outstanding advances on the security of Oak Farm amounted to £135,581, 
excluding accrued interest. 

56 In a valuation made on 6th September 1958 Mr. Dyer, as Chief 
Surveyor of the Society, placed a value of £370,000 on Oak Farm. Rather 
more than a year later a further valuation was made by a Mr. J. T. Sinclair, 
F.R.I.C.S., F.I.Q.S., and his report, dated 18th December 1959, valued the 
property at £550,000. So far as we are aware Mr. Sinclair’s remains the 
last independent valuation that has been made of Oak Farm. 

57. By the end of 1960 nearly the whole of Oak Farm had been disposed 
of by sale to third parties : 

(a) 136 acres of land had been sold for £350,000 to Daniel T. Jackson 
Limited under a contract dated 16th November 1959 ; completion 
took place as regards 106 acres in March 1960, and as regards the 
remaining 30 acres in November 1960. 

(b) Part of the land had been sold to C. G. Robertson Limited under 
a contract which may have been dated as early as November 1957 ; 
completion of this sale took place in December 1960. 

(c) Part of the land had been sold to Mr. W. J. Wade. 

Mr. Miles has told us that the result of these sales was to leave only 1 1 acres 
of Oak Farm unsold at the end of December 1960. 



Stile mans 

58 Throughout the period relevant to this Report Mr. Jones was the 
registered owner of the Stilemans group of properties. He acquired these 
properties at various dates between January 1957 and June 195y. 

59. In January 1959 Mr. Dyer valued the Stilemans properties at £72,400 
As already noted the Stilemans properties were acquired by Mr. Jones at 
dates which ended in June 1959, and as far as we can see all these pro- 
perties were included in Mr. Dyer’s valuation. The only later valimtion of 
which we have any knowledge is one dated 10th £ e ^“ ary A 960 d f- b y 
the Guildford District Valuer who put a figure of £58,000 on the properties . 
the acreage covered by this valuation appears, however, to have been , slightly 
less than that on which Mr. Dyer’s valuation was based. 

60 At the beginning of 1960 the Society had a first charge on Stilemans 
to secure a total of £59,480, of which £4,034 represented interest charged 
to Mr. Jones at the rate of 10 per cent, per annum in 1959, this interest 
having been capitalised and added to the principal outstanding at 1st 
January 1960. In March 1960 two further advances of £4,000 each were 
made by the Society to Mr. Jones ; and these were followed by two more 
advances, of £10,000 and £7,000 respectively, in June and July 1960. No 
further advances on the security of Stilemans were made by the Society to 
Mr. Jones and, until November 1960, no sums were received by the Society 
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in partial redemption of these advances. Thus at the beginning of Septem- 
ber I960 the Society’s advances on the security of Stilemans stood at £84,480, 
excluding accrued interest. 

« Mortgages ” on Oak Farm and Stilemans 

61. In the draft accounts as at 30th September 1960 (see Paragraph 48 
above) FLFC’s assets include £47,407 under the heading “ mortgages ”, This 
item consists of the £42,139 which had originally been earmarked as the 
purchase price payable by FLFC for four of the Society’s branches, £4,000 
which FLFC had paid to the Society on 27th September 1960, .and a sum 
of £1,268 representing accrued interest. 

62. No one in FLFC appears to have had any idea at this time of 
FLFC’s position in relation to Oak Farm or, subsequently, Stilemans. Mr. 
Jones, of course, knew (or ought to have known) that the Society had a first 
charge on Oak Farm to secure the Society’s outstanding advances totalling 
£135,581 together with accrued interest (Paragraph 55 above). But the 
nature of FLFC’s “ security ” on Oak Farm for its own payments to the 
Society (even if they are treated as partial redemptions of the Society’s 
charge) appears to have been left entirely vague. 

63. Mr. Rogerson has told us that as he understood it the intention was 
for FLFC to “ take over ” the Society's mortgages on Oak Farm (and subse- 
quently Stilemans) and it may be that this description comes closest to Mr. 
Jones’s intention. Mr. Jones himself talks vaguely of FLFC having “ second 
charges ” on these properties. But we have found no shred of evidence to 
suggest that Mr. Jones over took any effective steps to see that proper docu- 
ments of charge in favour of FLFC were ever executed or even prepared. 

64. It does not appear to have occurred to anyone that the payments 
by FLFC which were already being treated as “ secured ” on Oak Farm 
were scarcely consistent with FLFC’s representation in its brochure that 
“ It is the policy of the Company principally to lend money on freehold 
property and land for the purchase of same.” 

FLFC’s Minute Book and Mctgrade 

65. Before dealing with the final stages of Phase II, it is convenient to 
deal with two unrelated items namely (a) FLFC’s Minute Book and ( b ) the 
subsidiary Metgrade Limited (“ Metgrade ”). 

FLFC’s Minute Book 

66. The doubts which we expressed regarding the value to be placed 
on FLFC’s Minute Book in Paragraphs 20 to 24 of our Interim Report 
have proved to be amply justified. Mr. Miles has told us that at the time 
of the original acquisition of FLFC and during the period of its increase 
of capital and change of name (the autumn of 1959) he prepared draft 
minutes for Mr. Jones showing what resolutions would have to be passed 
and recorded. When Mr. Buttfield became Secretary of FLFC on a part- 
time basis in February 1960, one of his tasks was to write up the Minute 
Book and it is probable that the minutes of the earliest meetings recorded 
in. the Minute Book were copied by him from Mr. Miles s drafts. Mr. 
Buttfield admitted that during his tenure of office as FLFC’s Secretary no 
formal Board meetings were ever convened or held. He told us that the 
procedure which Mr. Jones required him _ to adopt was that whenever 
something occurred which appeared to require a minute he (Buttfield) was 
to write one up. Mr. Buttfield obviously had the greatest difficulty in 
carrying out these instructions because in many cases he had no reliable 
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sources from which to obtain the necessary information. He told us that 
he made repeated but unsuccessful attempts to get Mr. Jones to look at 
the minutes which he had prepared and either to correct them or to get 
them formally approved. 

67. We referred in our Interim Report (Paragraph 52) to two minutes 
concerning Oak Farm and Stilemans purported to have been passed (under 
the headings “ Mortgage Loans ” and “ Loans to Directors ” respectively) 
at a Board Meeting of FLFC held on 2nd June 1960. As accurate records 
these minutes are valueless. Mr. Buttfield has admitted to us that he 
prepared them at a much later date, possibly in September 1960. But at 
least they show that he thought that decisions regarding advances by 
FLFC on the “ security ” of the two properties had been (or, perhaps more 
accurately, ought to have been) taken in June 1960. Mr. Buttfield was 
unable to recollect with any accuracy the circumstances in which he came 
to prepare these particular minutes ; nor have we discovered how the 
second of these minutes came to be altered. 

Metgrade 

68. In Paragraphs 26 to 34 of our Interim Report, we outlined the 
circumstances in which Metgrade and its subsidiary, Metgrade (Ireland) 
Ltd., were formed and became subsidiaries of FLFC. As we then suspected, 
neither of these subsidiaries ever commenced active business and we have 
not thought it necessary to pursue our enquiries into them any further. We 
have, however, questioned various witnesses as to their knowledge of 
Metgrade and, in particular, as to how they reconciled the conception of 
FLFC as presented in its brochure, with the ownership of, and a sub- 
stantial investment in, an electronics company whose assets consisted 
mainly of two aeroplanes purchased from Mr. Jones. 

69. Broadly speaking their answers were that in so far as , they knew 
of Metgrade’s existence at all, they regarded it as a “ shell ” company 
which was still in the embryo stage of development. 

70. This is not altogether surprising, particularly when it is remembered 
that FLFC’s “ investment ” in Metgrade had been made almost entirely 
during Phase I and that the size of that investment was less obvious 
because of the virtual absence of any accounts. 

The final stages of Phase II 

71. It is clear that during October 1960 Mr. Clunas, Mr. Davis and 
Mr Dyer were becoming increasingly concerned at the position. Mr. Clunas 
was worried because of the apparent lack of any proper security for the 
advances which FLFC had already made (or was treated as having made) 
to the Society. Mr. Davis was no less worried at the desire which Mr. Jones 
continued to express that FLFC should purchase branch offices from the 
Society, despite advice which he (Jones) had received from Counsel to the 
effect that such a purchase might be ultra vires the Society. Mr. Dyer 
was also concerned because none of FLFC’s funds appeared to be being 
»put out on mortgage and told us that he made a number of attempts 
to tackle Mr. Jones on this subject but that he always met with evasive 
and sometimes even contemptuous answers. 

72 Mr Davis and Mr. Clunas consulted Counsel on -more than one 
occasion during September and October 1960. The following is an extract 
from a contemporary note of one of these consultations which Mr. Davis 
prepared and sent to Mr. Jones, probably in early October 1960: 
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“ It would be desirable that the amount advanced by [FLFC] on 
Oak Farm be properly secured. [Counsel] has given his opinion on 
the [FLFC] loan policy, although the Memorandum of Articles per- 
mits unsecured loans. The Brouchure clearly states that it is the lend- 
ing policy of the Company to restrict advances in the main to 66}%. 
The question is the amount of freedom implied by the words ‘ in the 
main ’. [Counsel] has said that by quoting 66}% in our Brochure we 
are restricting our Articles and appeal to the public for funds on these 
terms and any contradiction would bring the Company within the juris- 
diction of the Frauds Act.” 

73. It is thus clear from this that by October 1960 at the latest, Mr. 
Jones was fully apprised (a) of the fact that the payments which FLFC had 
already made to the Society on the “ security ” of Oak Farm were in law 
unsecured and ( b ) of the need for observing the 66}% rule. 

74. The only advances made by way of payments to the Society while 
Mr. Clunas and Mr. Davis were directors consisted of £4,000 on 27th 
September 1960 and £10,000 on 12th October 1960. No advances at all 
were made during this period on the “ security ” of Stilemans. 

75. So far as Mr. Clunas was concerned, matters came to a head in 
the latter half of October 1 960. He has told us that Mr. Jones then 
wanted FLFC to advance him (Jones) £30,000 on the security of Stilemans 
and claimed to have a valuation of Stilemans of over £100,000 ; and that 
he (Clunas) told Mr. Jones that he would not consider such an advance 
without seeing an up-to-date valuation and being satisfied as to security. 
Mr. Clunas has also told us that on Friday, 21st October 1960 he was 
away from FLFC’s office for the day but that on the following Monday 
(24th) he learned that in his absence Mr. Jones had prepared and signed 
two cheques on FLFC for £30,000 and £24,000 in favour of the Society 
which were to be treated as advances on Stilemans and Oak Farm respec- 
tively. Mr. Clunas immediately slopped the cheques. 

76. In our view Mr. Jones’ attempt to procure FLFC to make these 
payments to the Society was prompted by the fact that on 20th October 
1960 the Registrar of Friendly Societies had notified the Society of his 
intention to make further investigations into the Society’s affairs under the 
Building Societies Act, 1960. 

77. Following the stopping of the cheques, Mr. Clunas wrote to Mr. 
Jones personally on 28th October 1960 strongly criticising Mr. Jones’s con- 
duct of the affairs of FLFC and stating that unless he (Clunas) received 
an undertaking by 4th November 1960 at the latest “that the affairs of 
the Company will be handled prudently and efficiently by regular decision 
and a properly constituted and effective Board ”, he (Clunas) would resign 
immediately. Mr. Clunas had previously (on 26th October 1960) sent an 
official letter of resignation to FLFC. Mr. Jones elected to treat this letter 
as an effective resignation. 

78. By this time Mr. Davis, too, had lost all faith in Mr. Jones and 
resigned from FLFC on. 26th October 1960. Very soon afterwards, he was 
dismissed out of hand from the Society by Mr. Jones. The immediate cause 
of his dismissal from the Society was his refusal to sign FLFC cheques. 

79. Mr. Dyer tried to resign from FLFC at the same time as Mr. Clunas 
and Mr. Davis, but was dissuaded from doing so by Mr. Jones who told 
him that Mr. Clunas and Mr. Davis (who had been advised to resign by 
Counsel) had incorrectly stated the facts to Counsel. 
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80. Mr. Miles had also sent in his written resignation as a director of 
FLFC on 27th October 1960 but it was returned to him and he, too, was, 
for the time being, dissuaded from resigning by Mr. Jones. 

Phase III — November 1960 to 1th June 1961 

81. Even compared with the events of Phase II, Phase III can fairly 
be described as a period of rapid deterioration in FLFC’s affairs. Despite 
this, during Phase III FLFC obtained money from depositors on a 
relatively substantial scale, most of which was applied, directly or 
indirectly, for the benefit of Mr. Jones. 

82. In considering the events of Phase III it is relevant to bear the 
following facts in mind : 

(a) On 17th November 1960 the Chief Registrar of Friendly Societies 
gave notice of his intention to make an Order applying section 6(2) 
of the Building Societies Act, 1960 to the Society. The effect of 
such an Order would be to prohibit the Society from accepting 
any subscriptions for shares or deposits or loans. This Order 
was in fact made on 16th December 1960. As a result, the Society 
came under even greater pressure from its depositors. 

(A) Both FLFC and the Society were receiving hostile press comment 
which reached its climax on 27th January 1961 when the Investors 
Chronicle published a courageous and extremely well-informed 
exposd of FLFC. Partly, no doubt, as a result of this, FLFC too 
came under severe pressure from its depositors and early in 1961 
on Mr. Jones’s instructions FLFC invoked the “ six-months ” rule 
against depositors who sought to withdraw their money. 

83. As soon as Mr. Clunas and Mr. Davis had resigned, Mr. Jones 
set about procuring FLFC to make substantial payments to the Society on 
the “ security ” of Oak Farm and Stilemans. Within a matter of weeks no 
less than £55,092 had been paid in this way. Later in this Report, under 
the heading “ Where the money went ”, these and other payments are 
considered more fully. It is sufficient here to say that we have found 
no evidence which suggests, however remotely, that any attempt was made 
by Mr. Jones during Phase III to invest FLFC’s funds on the security 
of freehold properties not owned by himself ; on the contrary, all but a 
tiny fraction of FLFC’s funds that were available for investment were 
either advanced against Oak Farm and Stilemans or were debited to Mr. 
Jones’s personal account in FLFC’s books. 

84. As in Phase II, we have discovered no evidence to show, either that 
Mr. Jones took any steps to ensure that FLFC obtained effective security 
for the payments so made, or that in procuring them to be made he had 
any reliable, independent or up-to-date valuations of Oak Farm and 
Stilemans, or that he paid the slightest regard to FLFC’s continuing 
representation in its brochure that it restricted mortgage loans “ in the 
main to 66 J%”. 

85. Mr. Walton told us that, as Belfast branch manager, from November 
1960 onwards he found it increasingly difficult to get help of any con- 
sequence from London ; he said that after the publication of the Chief 
Registrar’s Order against the Society in December 1960 there was virtually 
a complete breakdown at head office and that from that time onwards as 
far as he (Walton) could see, Mr. Jones “threw in his hand”. Mr. 
Rogerson stated that from December 1960 onwards he could get no help 
from Mr. Jones in dealing with complaints from branches ; and Mr. 
Buttfield told us that he found it impossible to deal with complaints from 
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branches and depositors because of the absence of any proper directive 
from Mr. Jones. 

86. Despite an increasingly critical situation, Mr. Jones does not appear 
to have considered that FLFC should cease to solicit deposits from the 
public : nor does Mr. Rogerson. 

87. Mr. Rogerson’s attitude to the propriety of FLFC continuing to 
seek new business is typified by a letter which he wrote on 5th January 
1961 to a potential Belfast depositor whose enquiry had been referred to 
head office by Mr. Walton. Mr. Rogerson admits that by early 1961 
FLFC’s business was “ almost non-existent ”. Nevertheless, his reaction 
to the Belfast enquiry was to write a long and confident letter to the 
potential depositor. 

88. It is, however, true to say that FLFC’s press advertising was 
suspended some time in January 1961. 

89. It will be recalled that, towards the end of October 1960, Mr. 
Dyer had tried to -resign from FLFC but had been dissuaded from doing 
so (Paragraph 79 above). During Phase III he took no active part in 
the management of FLFC and was concerned only with the Society’s 
affairs. He -has told us that by the latter half of January 1961 he had 
become so perturbed about the situation in FLFC that he decided he could 
no longer be connected with it as a director ; and that he therefore 
resigned. 

90. On 27th January 1961 the Investors Chronicle exposd appeared, and 
early in February Mr. Buttfield resigned. He told us that by that time 
he had found it quite impossible to carry out his duties and that he had 
only stayed with FLFC as long as he did partly in the hope that matters 
might improve and partly because he could not afford to Tesign until 
he had another post in prospect. 

91. Mr Miles’s resignation as a director of FLFC is also recorded 
about this time. After his first attempt to resign in October 1960, he 
submitted a second resignation in mid-November. For some reason which 
is not altogether clear, no action was taken on this at the time ; but we are 
satisfied that he took no part in the affairs of FLFC during Phase III. 

92. Early in February 1961 Mr. Jones telephoned Mr. McArthur (who 
had been engaged as FLFC’s Edinburgh branch manager in December 
1960) and asked him to come to London to act as FLFC’s Accountant, 
which he did. In London, Mr. McArthur’s main link with Mr. Jones was 
Mr. Rogerson and the latter told him that his first task was to get out 
FLFC’s accounts. Like Mr. Buttfield (who had received similar instructions 
in January 1961) Mr. McArthur found it difficult to prepare a balance 
sheet because of lack of information, particularly with regard to the pay- 
ments made by FLFC to the Society ; apparently only Mr. Jones knew the 
position regarding these and kept delaying giving the necessary information. 

93. About 22nd February 1961 Mr. Walton came to London on his 
own initiative in the hope of seeing Mr. Jones. In this he failed, but 
he did have a long meeting with Mr. McArthur. The latter appears to 
have assured him that the FLFC depositors’ money was well covered by the 
property in which it was invested, albeit that the property belonged to 
Mr. Jones, and that it was only a question of realising the property in 
order to pay everyone in full. Mr. Walton told us that after this meeting 
he refused to have anything further to do with FLFC except that as many 
of FLFC’s Belfast depositors were his own personal contacts he continued 
to do what he could to help them. 
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94. From the beginning of 1961 onwards FLFC was acutely short of 
cash and (Paragraph 82(6) above) early in the year it invoked the “ six- 
months” rule against depositors. Notwithstanding this, February 1961 
saw substantial sums paid by FLFC to Mr. Jones or debited to his personal 
account in its books. It will be remembered (Interim Report, Paragraph 
54) that Mr. Jones asked us for an opportunity to consider and explain 
the sums which had been withdrawn by or debited to him during 1961. 
He has not yet given us any satisfactory explanation. This is surprising 
since the larger amounts were drawn on FLFC’s account by means of 
cheques of which he himself was one of the signatories. The most we can 
say in Mr. Jones’s favour is that he may have intended these drawings 
to be debited to FLFC’s Stilemans account and so to have obtained the 
benefit of the “ second charge ” which FLFC was supposed to have on 
that property. Mr. Jones has offered no adequate explanation to justify 
large drawings of this nature at a time when FLFC was invoking the 
“ six months ” rule against its depositors. 

95. Shortly after the publication of Mr. Leigh’s Interim Report on the 
Society dated 17th February 1961, the reconstituted Board of the Society 
evicted FLFC from the Society’s offices at 21 Pall Mall and successfully 
resisted legal proceedings brought by Mr. Jones in the name of FLFC 
to restrain them from doing so. In consequence, FLFC had to find new 
premises and its few remaining staff (Mr. Rogerson, Mr. McArthur, a 
receptionist and two typists) moved to Munstead Oaks, FLFC’s registered 
office being transferred to the near-by Stilemans. 

96. Following this enforced removal, FLFC sent out “ change of 
address ” cards reading as follows : 

“ Notice of Change of Address 

To accommodate our increasing staff we have moved to the above 
premises. 

Will you please therefore, forward any future correspondence to the 
Company at the above address,” 

97. Even allowing for an understandable desire not to cause further 
alarm among FLFC’s depositors, this card was in our view a dishonest 
document. Moreover, it was plainly in keeping with the attitude which 
was thereafter adopted towards FLFC’s depositors, as is shown by corres- 
pondence which Mr. Rogerson had in March and April 1961 with an 
Edinburgh depositor who was seeking to withdraw his deposit partly 
because he had heard rumours that the Edinburgh branch office was to be 
closed. 

98. On 15th March 1961 Mr. Rogerson wrote to this depositor: 

“ The Company will be opening an office in Edinburgh in the near 
future and in these circumstances you may wish to leave your deposit 
undisturbed.” 

99. This letter does not appear to have satisfied the depositor because 
he completed the necessary withdrawal forms and on 6th April 1961 Mr. 
Rogerson again wrote to him, as follows: 

“ With reference to your application for withdrawal we write to 
advise you that in order to maintain liquidity at a prudent level, the 
Directors have decided to repay withdrawals on 6 months notice as 
provided for in the Company’s Investment Brochure. 

As you will appreciate, to enable the Company to pay its high rates 
of interest the bulk of its funds must be invested immediately in land 
and property. 
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The liquidity position is necessarily fluid and it is possible that repay- 
ment of your withdrawal will be made before the expiration of the 
6 months period.” 

Comment on this letter is superfluous, except to mention that Mr. Rogerson 
claims that it was composed by Mr. Jones. 

100. By March or April 1961, Mr. McArthur had managed to produce 
draft accounts purporting to show the position of FLFC as at 27th February 
1961. He had considerable difficulty in doing so, because he had to rely 
on Mr. Jones for much of the necessary information. Two versions of these 
draft accounts exist ; the first shows a loss for the period of £5,675 and the 
second a profit of £2,175. Mr. McArthur told us that when he showed the 
first version to Mr. Jones, the latter insisted that the accounts should not 
show a loss and instructed Mr. McArthur to make an arbitrary change in 
the rate of interest credited to the draft profit and loss account for the Oak 
Farm and Stilemans “ mortgages ”. It was mainly by this means that the 
loss of the first version was turned into the profit of the second. As noted 
in our Interim Report (Paragraph 5!) no entries have been made in FLFC’s 
books for this interest nor has Mr. Jones paid it. 

101. By the end of April 1961 even Mr. Rogerson and Mr. McArthur 
appear to have had enough, because on 30th April 1961 they both resigned. 
Mr. Rogerson’s resignation was accepted but Mr. Jones persuaded Mr. 
McArthur to stay on. Mr. McArthur appears also to have become a director 
of FLFC. 

102. In May 1961 FLFC’s brochure was revised. Up till then, the second 
edition of the brochure was still in use except that at some time after Mr. 
Clunas and Mr. Davis had resigned in October 1961 their names were ruled 
through in the list of directors. The alterations which were now made 
consisted of two new pages, stuck on over the original pages, setting out a 
new board of directors and a revised version of the passage relating to with- 
drawals. The Board of FLFC was now shown as follows : 

R. Jones, Chairman 
M. Ebelthite 
M. V. Belassie 
D. McArthur, C.A. 

103. Mrs. Ebelthite is Mr. Jones's sister ; Miss Beiassie apparently lives 
in Devon and is a friend of Mr. Jones. These two ladies appear to have 
become directors of FLFC in January or February 1961, Mrs. Ebelthite 
being appointed on Mr. Dyer’s resignation. There is evidence that Mrs. 
Ebelthite played some part in FLFC’s affairs ; and she certainly signed some 
of the later minutes and was Mr. Jones’s co-signatory on some FLFC 
cheques. We have found no evidence that Miss Belassie took any part in 
FLFC’s affairs at all. We have not questioned either of these ladies. 

104. A more significant addition to the brochure consisted of references 
to “ Subsidiary Directors ” in FLFC (Geneva) and FLFC (Australia) Pty. 
Ltd. The names of the directors and secretary of each of these companies 
were set out on the new front page, and the page headed “ Withdrawals ” 
(which contained a number of revisions) now included the following passage : 

“ The Board of Directors of the British Holding Company or any of 
the subsidiary Boards of Directors overseas within this group of Com- 
panies may, at any time exercise their discretion to repay any sum on 
demand or on such short notice as may be necessary to meet the genuine 
needs of any of the depositors within the group.” 
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105. We have found not a shred of evidence to justify this blatant attempt 
to present FLFC to potential investors as tho parent company of a group 
operating in Switzerland and Australia as well as in this country. We have 
already set out the circumstances in which FLFC (Geneva) was formed: 
apart from the fact that it had received a sum of £8,246 from FLFC in July 
1960, it had never functioned at all. We do not even know when or how the 
Australian company was formed, although we assume that it was one of the 
overseas subsidiaries planned by Mr. Jones in the middle of 1960. No 
mention of any holding in this subsidiary appears in either version of the 
February draft accounts of FLFC and we have found nothing to suggest that 
it ever undertook any business. 

106. About the same time as FLFC’s brochure was revised, a leaflet 
entitled “ Explanatory Note on Withdrawals ” was also printed for insertion 
in the brochure. This read as follows : 

“The Company’s policy will always be to repay deposits up to 
£10,000 on demand, subject to the call on its liquid funds for investment 
in Freehold Land Security offered to the Company. 

It is obvious that the Company will have from time to time variations 
in the applications for loans and the Company does not want to adopt 
an inflexible policy of withdrawal procedure not in line with the flexibility 
of loan applications, otherwise it would have to permanently restrict 
withdrawals to specific time notices, so that in times of excess liquidity, 
i.e. when business on loan application is bad, it would be holding large 
sums of money not earning its keep. 

By this flexible policy the funds of the Company are always nearly 
fully employed, the increased profit of which is passed to the depositor 
by way of higher rate of interest than is usual, together with the 
safety and security which is the prime necessity of every depositor. 

N.B. This explanatory note is issued on the understanding that it 
does not contravene the basic terms of issue as laid down by the 
Company in the Brochure under the heading of withdrawals.” 

107. In our view, the production of this leaflet at suclt a time was 
dishonest and was deliberately designed to create a misleading impression 
of FLFC’s financial stability. We have not been able to discover what use 
was made of the revised brochure and of this leaflet but even if they did 
not find their way into the hands of potential depositors the mere fact 
of their production in such circumstances throws a vivid light on Mr. Jones’s 
scruples. 

108. At the time of our appointment on 5th June 1961, FLFC’s staff 
at Munstead Oaks appeared to consist of Mr. McArthur and two typists. 
Mr. Jones was living near by at Stilemans but according to Mr. McArthur 
was difficult to get hold of and only paid intermittent visits to Munstead 
Oaks. FLFC as an effective entity did not exist. 

109. Mr. McArthur stayed on at Munstead Oaks for some weeks 
after we were appointed and did what he could to help us in our initial 
investigations. He was finally dismissed by Mr. Jones on 30lh June 1961. 
With an unconscious touch of irony, Mr. Jones explained lo Mr. McArthur 
that he was “ costing the company too much ”. 

Where the money went 

110. The ever increasing confusion, and indeed chaos, that obtained in 
FLFC throughout its history inevitably means that the picture which has so 
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far emerged in this Report is somewhat lacking in definition. Its outlines 
can be made clearer by considering what monies FLFC obtained and how 
it spent them. 

111. In an Appendix to this Report we set out a Statement which is 
based on FLFC’s cash book and private ledger. This shows: 

(«) in Column (1) the monies received by FLFC, mainly from the 
subscription of its share capital and from depositors ; 

(/;) in Column (2) the total payments made by FLFC ; 

(c) in Columns (3) and (4) running totals of the net advances made by 
FLFC against Oak Farm and Stilemans. 

The Appendix is subdivided to illustrate the three Phases of our review: 
the immediately following Paragraphs (112 to 123) are in the nature of a 
commentary on it. 

Phase l 

112. The position at the end of Phase I (the end of June 1960) was 
outlined in Paragraph 35 of our Interim Report. It is here only necessary 
to say that, in summary, FLFC had by that time received £100,000 from 
the subscription of its share capital and £5,090 from its first depositors 
(including £3,000 from Mr. Jones), making a total of £105,090 available 
for deployment ; and of this amount £102,589 had been spent in (a) investing 
£27,000 in Metgrade whose assets consisted mainly of two aeroplanes 
purchased from Mr. Jones, (/>) investing £33,450 in small house properties 
in North London purchased from Mr. Jones and Mrs. J. I. Jones and 
(c) paying £42,139 to the Society against the purchase of four of the Society’s 
branch offices which was, at some later date, treated as an advance against 
the “ security ” of Oak Farm. 

Phase II 

113. During Phase II (July 1960 to the end of October 1960) money from 
depositors was received by FLFC in what, in relation to the size of the 
company, were substantial amounts. Mr. Jones himself deposited £6,500 
in July and withdrew £4,200 in September. After taking into account 
repayments made to depositors, there was a net increase in deposits during 
Phase II of £78,995, thus bringing the total deposits as at 31st October 1960 
to £84,085. 

114. During Phase II none of the funds available to FLFC were applied 
or invested in any manner consistent with the policy outlined in its brochure. 
£526 was paid to Mr. Jones, apparently to reimburse him for the expense 
of forming FLFC. £10,246 (£8,246 in FLFC (Geneva) and an additional 
£2,000 in Metgrade) was invested in dormant subsidiaries. £14,000 was paid 
to the Society on the “ security ” of Oak Farm. £3,176 was spent on 
advertising and £3,061 on other current expenses. The remainder of the 
money received by FLFC during Phase II was, at 31st October 1960, 
represented by cash balances of £50,112. 

Phase 111 

115. It is convenient for immediate purposes to sub-divide Phase III 
into two parts. The first part runs up to 28th February 1961. The 
second part runs from 1st March 1961 to 7th June 1961 which is the 
day our investigation of FLFC’s records commenced. 

116. During the first part of Phase III FLFC was still obtaining relatively 
large amounts from depositors. After taking into account repayments 
(including, in November and December, £5,300 withdrawn by Mr. Jones, 
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thus clearing his deposit), there was a net increase of £42,979 in deposits, 
thus bringing the total deposits as at 28th February 1961 to £127,064. 

117. The funds available to FLFC in the first part of Phase III can be 
summarised thus: 



The uninvested cash balances at the beginning of the 

period amounted to ... ••• £50,112 

Net receipts from depositors were £42,979 

And in January and February 1961 FLFC received 
two sums (which went to reduce the advances made 
on Oak Farm) which amounted to £18,500 



Making a total of £111,591 



Let us now consider how these funds were disposed of. 

118. During this period a further £35,092 was advanced against Oak 
Farm and £54,000 was advanced against Stilemans, making a total of 
£89,092. Of this total all but £4,000 was paid to the Society and no 
less than £55,092 was paid between 8th and 25th November I960; this 
was only three to four weeks after the departure of Mr. Chinas and 
Mr. Davis, the former of whom had, just before his resignation, stopped 
cheques totalling £54,000 which had been drawn by Mr. Jones for advances 
against these same properties. (Paragraph 75 above.) 

119. The total of £89,092 advanced by FLFC in the first part of 
Phase III is a handsome contribution, by any reckoning, from total 
available funds of £111,591. Nor is this the whole story. Of the remaining 
£22,499, £3,856 was paid to or on behalf of Mr. Jones in January and 
February 1961 and debited to his personal account. 

120. When the £89,092 advanced against Oak Farm and Stilemans 
and the £3,856 debited to Mr. Jones’s personal account arc deducted 
from the total available funds of £111,591 there is left a balance of £18,643. 
Out of this FLFC paid (a) £1,000 as a “deposit” to the Society ( b ) £960 
as a further investment in the dormant Metgrade (c) £11,049 for advertising 
and ( d) £5,117 for other current expenses. FLFC was thus left with a 
cash balance at the end of the first part of Phase III of only £517. 

121. At the end of the first part of Phase III the total net sums 
advanced by FLFC against Oak Farm and Stilemans are shown by its 
books at £72,731 and £54,000 respectively, or £126,731 in all. Mr. Jones 
disputes the split of this total as between Oak Farm and Stilemans. He 
has not, however, told us what, in his opinion, the proper split should 
be ; so far as we are aware, he does not dispute the total figure of 
£126,731. 

122. The second part of Phase III calls for little comment. No further 
advances were made against Oak Farm or Stilemans. This is not sur- 
prising, since deposits had dwindled to a trickle. Nevertheless, FLFC 
received a further £4,038 from depositors and a further £1,337 was 
debited to Mr. Jones’s personal account, thus increasing his debt on 
that account to £5,193. 

123. FLFC had never been in a sound position financially and was 
since early 1961 in a state of acute financial crisis. But so far as we 
have been able to discover Mr. Jones never took any effective steps to 
put it on a sound footing nor, when the situation had become critical, 
to stop FLFC from accepting deposits on the faith of a brochure which by 
then had become wholly misleading. 
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Oak Farm and Stilemans as “security” 

124. We have already stated (Paragraphs 63 and 84 above) that FLFC’s 
advances against Oak Farm and Stilemans were not secured by any 
formal documents of charge ; nor were the payments which were debited 
to Mr. Jones’s personal account, although he may have intended that 
these should be treated as advances against Stilemans (Paragraph 94). 

125. Mr. Jones has made repeated but vague references to FLFC having 
“ second charges ” on these properties. It is worth while considering 
therefore whether, even on Mr. Jones’s hypothesis, these “ second charges ” 
could conceivably be regarded as consistent with FLFC’s declared policy 
as set out in its brochure. 

126. For this purpose, we consider in relation to Oak Farm and 
Stilemans (first separately and then together): — 

( a ) the value of the property 

(b) the extent of the Society’s prior charge 

( c ) the security for FLFC’s “ second charge ” 

127. By the end of December 1960 all that remained of Oak Farm was 
11 acres and this was (and still is) the subject of negotiation with, or possibly 
a compulsory purchase order by, the local authority which requires the land 
for sewage works extension. We have seen no separate valuation of these 
11 acres and so far as we are aware none has been made. The most opti- 
mistic estimate of their value has come, not surprisingly, from Mr, Jones 
himself with a figure of £44,000. On the other hand Mr. Miles, who has 
been concerned in the negotiations with the local authority, has told us 
that £30,000 has been asked and £15,000 offered. 

128. The Society’s prior charge on Oak Farm (which at the beginning 
of September 1960 secured advances totalling £135,581, excluding accrued 
interest) was paid off and discharged by the end of 1960, at or about the 
time of the completion of the sales referred to in Paragraph 57 above. 

129. On Oak Farm, therefore, the position is that FLFC has advanced 
£72,731 (excluding accrued interest) on 11 acres of land whose value is 
unknown to us but for which the most optimistic estimate is £44,000. 

130. Wc have already referred (Paragraph 59 above) to two independent 
valuations of Stilemans in January 1959 and February 1960, the higher 
(and earlier) of which gave a figure of £72,400. We know, of no later 
valuation. Mr. Jones, however, has told us that the property is now worth 
considerably more ; he has mentioned a figure of about £105,000 but admits 
that this is not backed by any formal independent valuation. 

131. At the beginning of September 1960 Stilemans was charged to the 
Society to secure advances totalling £84.480, excluding accrued interest. . In 
November 1960 and January 1961 FLFC paid the Society £50,000 against 
Stilemans the effect of which, from FLFC’s point of view, was to reduce the 
Society’s charge to £34,480, excluding accrued interest. So far as we know 
no other sums were received by the Society in reduction of its charge on 
Stilemans. 

132. As already shown (Paragraph 118 above) FLFC had advanced 
£54,000 against Stilemans (£50,000 to the Society and £4,000 direct to Mr. 
Jones). Thus on any view the minimum principal amount “ secured ” on 
Stilemans was £88,480 ; and this was on a property for which the highest 
independent valuation was £72,400 and for which even Mr, Jones has not 
suggested any higher figure than about £105,000. 
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133. Even if we accept this higher figure (and it remains a matter of 
Mr. Jones’s opinion) the total principal amount “ secured ” represented well 
over 80 per cent, of Mr. Jones’s estimate. 

134. Since Mr. Jones disputes the allocation of FLFC’s advances as 
between Oak Farm and Stilemans and since he now admits that Mr. Rose 
was his nominee it might be thought necessary to consider the position 
on the basis that Oak Farm and Stilemans are treated as one. 

135. On this basis the most optimistic valuation which has been sug- 
gested to us for the two properties is £149,000 (i.e. £44,000 and £105,000) : 
and the aggregate principal amount “secured” on them is £161,211 (i.e. 
£34,480 for the Society and £126,731 for FLFC). 

136. These were at all material times FLFC’s only “ mortgages ”. We 
cannot see how, on any view, these “ mortgages ” (if they existed at all) can 
be reconciled with FLFC’s continuing representation that loans “ are restricted 
in the main to 66J per cent.”. 

137. When we questioned Mr. Jones about valuations, and in particular 
about the value of Stilemans, he made it clear to us that he preferred to 
rely on his own estimates of value which he regards as at least equal to 
those of a professional valuer. 

The Responsibility 

138. We must now assess the responsibility of the various individuals 
concerned for the disaster which overtook FLFC. We are satisfied that 
most of the witnesses who appeared before us were anxious to tell the 
truth and we were impressed by the lack of personal acrimony which 
some, at least, of these witnesses might have been expected to display 
towards Mr. Jones. 

(a) Mr. Davis : We accept his evidence. We are satisfied that he was 
a reluctant participant in tire affairs of FLFC and that he became embroiled 
in them largely because he was General Manager of the Society and felt 
that FLFC, as explained to him by Mr. Jones, would be able to take 
some pressure off the Society. We are satisfied that in this situation he did 
what he reasonably could to help to put FLFC’s affairs on a proper basis 
and to act as a restraining influence upon Mr. Jones. When he found it 
impossible to do so, he resigned. We do not consider that he can fairly 
be blamed for what occurred. 

(b) Mr. Clunas : We accept his evidence. Although he undoubtedly had 
a position of some apparent authority in FLFC, in reality this was limited 
by his dependence upon Mr. Jones. In difficult circumstances he did what 
he could to establish FLFC on a business-like basis. The major disburse- 
ments from FLFC’s funds occurred either before he became associated 
with FLFC or after his resignation from it. We are satisfied that he can 
fairly be absolved from responsibility for FLFC’s debacle. 

(c) Mr. Dyer : He, too, is in our opinion a witness of truth. In agreeing 
to become a director of FLFC, he accepted office with hesitation and never 
expected to have to accept any greater responsibility than he had as the 
Society’s Chief Surveyor. He did what he could to put FLFC’s manage- 
ment on an even keel but in the nature of things he had little influence 
with Mr. Jones. 

(d) Mr. Rogerson : We regard his evidence (not given on oath) with 
considerable reserve. We suspect that he knows a good deal more about 
the affairs of FLFC than he was prepared to admit. He has been a long- 
standing associate of Mr. Jones, albeit in a subordinate position, but — at 
least during Phase III — he was a willing participant in a number of devices 
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which were designed to mislead potential FLFC depositors and to pull the 
wool over the eyes of those who had already made deposits. He must 
bear considerable responsibility for what occurred, particularly during the 
latter stages. 

(e) Mr. Buttfield : We accept his evidence, despite the fact that in some 
respects he was unable to be as precise as we might reasonably have 
expected. Although the period of his association with FLFC lasted longer 
than most, he occupied throughout a relatively minor position. Our main 
criticism of him is that as a Chartered Secretary he ought to have insisted 
at an earlier stage and with greater firmness upon matters which came 
within his limited sphere of responsibility being properly dealt with. We 
recognise, however, the practical difficulties with which he was faced. 

( f) Mr. McArthur : He only came on the scene at a relatively late stage, 
when FLFC’s affairs were already in a critical state, and he can scarcely 
be blamed for failing to grasp the full significance of all that had already 
occurred. We accept his evidence. But after making all due allowance for 
the situation in which he found himself between February and June 1961 
we consider that he, as a Chartered Accountant, could and should have 
taken a much firmer stand against Mr. Jones. Our main criticism of him 
is that he took too much for granted and accepted at their face value 
statements and explanations from Mr. Jones which a man of his professional 
training ought to have realised were suspect. We acquit him of being a 
conscious party to Mr. Jones’s schemes. 

(g) Mr. Walton : Above all the others who were associated with FLFC, 
Mr. Walton stands out as a man of integrity and initiative whose evidence 
we accept without reserve. We absolve him, without hesitation, from any 
responsibility for FLFC’s failure. 

(/i) Mr. Miles: We frankly admit that at the time when we wrote our 
Interim Report we were suspicious of the part which Mr. Miles appeared 
to have played in the affairs of FLFC, so much so that we felt it necessary 
to require him to give evidence on oath. Having heard his evidence, how- 
ever, which he gave frankly and objectively, we are satisfied that he was 
for the most part unaware of what was going on in FLFC and we have 
no reason to think that he would intentionally have lent his name (or that 
of his firm) to anything dishonest. He is only 29 years of age and was 
admitted a solicitor in 1955. He took over the firm of Wade & Co. from 
Mr. W. J. Wade in June 1957 (the latter remaining on the firm’s notepaper 
mainly for the purposes of continuity, under the description “ consultant ”) 
and as such he inherited as clients not only the Society but also Mr. Jones 
himself. We are satisfied that the main reason why Mr. Miles agreed to 
become a director of FLFC was in the understandable expectation that part 
at least of FLFC’s conveyancing and mortgage work would come to his firm. 
Whilst we do not seek to minimise the responsibility which anyone under- 
takes by agreeing to become a director of a company, we are satisfied that 
Mr. Miles at no time took any part in the conduct of FLFC’s affairs. 

(i) Mr. E. V. Rose : As a witness Mr. Rose was entirely uninhibited 
and completely frank. His wife is a sister by adoption of Mrs. J. I. Jones and 
it was through her that he first met Mr. Jones, about six years ago, at a 
time when he was working as a busdriver and his wife was working as a 
“clippie”. Mr. Jones invited the pair of them to live at Springfield House, 
Hayes (the then headquarters of the Society) where, in addition to his job 
(first with London Transport and then with United Dairies) Mr. Rose and 
his wife acted as unofficial caretakers. After the Society had moved to 
21 Pall Mall, Mr. Jones invited Mr. and Mrs. Rose to live at Stilemans. 
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While they were there, Mr. Jones suggested that they should go to Eire 
where he would buy them a house and where they would acquire a company 
for him (the company proved to be Metgrade (Ireland) and the house 7 Lorcan 
Parle, Dublin) for which Mr. Jones would pay Mr. Rose £1,500 a year and 
would, after the first year, pay Mrs. Rose £1,500 a year also To Mr. and 
Mrs. Rose this was a fortune, so they went to Dublin, arranged for a solicitor 
to form Metgrade (Ireland) and lived at 7 Lorcan Park for some 14 ^months , 
during this time, they received very little money from Mr. Jones. Mr. Rose 
told us from time to time he signed a number of documents at Mr. 
Jones’s request but that he never knew what the documents were. It is clear 
that he signed them because he regarded Mr. Jones as a rich and successful 
man to whom he and his wife owed a considerable debt or gratitude. Mr. 
Rose is a man of limited education and he was obviously unwise to lend 
his name to transactions which he did not understand. But we have no 
hesitation in accepting his evidence. 

(/) Mrs. Ebelthite : Only the time factor has prevented us from asking 
this lady to give evidence before us. We are not in a position to assess her 
responsibility with any degree of accuracy but in fairness to her we should 
point out that hers was something of a “ last ditch appointment. In the 
nature of things, we doubt whether her knowledge of FLFC s affairs or her 
influence over Mr. Jones can have been extensive. 

(Jr) Mrs J I Jones : We are satisfied that she had hardly any knowledge 
of and took no part in the affairs of FLFC. We put to her the conflict of 
evidence on this point between herself and Mr. Jones which we recorded in 
Paragraphs 21 and 22 of our Interim Report but she was adamant that 
what she had said in her affidavit evidence was true. We believe her. 

139 This leaves us with Mr. Jones. It will be remembered (Interim 
ReDort' Paragraph 6) that he made an exceedingly unfavourable impression 
when he first gave evidence before us. On the second occasion, although 
he appeared initially to be somewhat more coherent in his answers and had 
evidently studied our Interim Report with some care, our overall impression 
of hint remained unchanged. So far as civil liability is concerned it is difficult 
to see what effective defence Mr. Jones could have to misfeasance claims 
which a liquidator might bring against him in the event of FLFC s liquidation 
showing a deficiency as against creditors. As to criminal liabffity, it seems 
to us that whatever Mr. Jones's initial intentions regarding FLFC may have 
been, the manner in which he conducted FLFC’s affairs, particularly during 
the latter part of Phase II and throughout Phase III, wa.s reckless to the 
point of dishonesty. In particular, and even if we assume in his favour that 
his original plans for operating FLFC were genuine we consider that by 
continuing to permit FLFC to invite deposits from the public on the faith 
of the representations made in its various brochures at a time when the 
greater part of the depositors’ money had to his knowledge been applied 
and “secured” in a manner which was wholly inconsistent with those 
representations, he displayed such a reckless disregard for his responsibilities 
as to lay himself open to criminal charges. 

140 We have no hesitation in saying that, in our view, from what we 
have seen and heard during our investigation, Mr. Jones is entirely unfitted 
to be entrusted with other people’s money and we should regard as highly 
suspect any commercial enterprise for the management of which he had any 
semblance of responsibility. 

Michael Wheeler 
David Rae Smith 

London, 

11th October 1961 
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APPENDIX 



FREEHOLD LAND FINANCE COMPANY LIMITED 

Summary of Receipts and Payments from the beginning of the 
Company to 1th June 1961 



Receipts 

( 1 ) 

£ 



Phase I 

Period 8 th December 1959 to 30 th June 1960 

Share Capital 

Deposits 

Metgrade 

Purchase of House Properties 
Advances on. Oak Farm 

Current Expenses (net) ... ... 

Cash Book Balances 30th June 1960 



Payments 

( 2 ) 

£ 



100,000 

5,090 



Advances 

Oak Farm Stilemans 
(3) (4) 

£ £ 



27,000 

33,450 

42,139 

375 

2,126 



42,139 



105,090 105,090 42,139 



Phase II 

Period Is/ July 1960 to 31 st October 1960 
Cash Book Balances 1st July 1960 
Deposits less withdrawals 
Formation Expenses 
FLFC (Geneva) 

Metgrade 

Advances on Oak Farm 

Advertising 

Current Expenses (net) ... ... 

Cash Book Balances 31st October 1960 



Phase III (1st part) 

Period Is/ November 1960 to 28th February 
1961 

Cash Book Balances 1st November 1960... 

Deposits less withdrawals ... 

Advances on Oak Farm less £18,500 repaid 

Advances on Stilemans 

Payments or Advances to Mr. Jones 
Lloyds Permanent Building Society 

Metgrade 

Advertising 

Current Expenses (net) 

Cash Book Balances 28th February 1961 .. . 



Phase III (2nd part) 

Period 1st March 1961 to 1th June 1961 
Cash Book Balances 1st March 1961 

Deposits less withdrawals 

Deposits on Sale of House Property 
Payments or Advances to Mr. Jones 

Current Expenses (net) 

Cash Book Balances 7th June 1961 



Cash Book Balances 7th June 1961 



2,126 

78,995 



50,112 

42,979 

18,500 



526 

8,246 

2,000 

14,000 

3,176 

3,061 

50,112 



35,092 

54,000 

3,856 

1,000 

960 

11,049 

5,117 

517 



14,000 



81,121 81,121 56,139 



16,592 



54,000 



111,591 111,591 72,731 54,000 



517 

4,038 

285 



4,840 

£1,172 



1,337 

2,331 

1,172 



4,840 72,731 54,000 



(82453) Wt. 2464 K5 10/64 St.S. 
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